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MONDAY, JULY 1, 1957 


Unirep Srares SENATE, 
SELEcT CoMMITTEE ON SMALL BusINEss, 
Washington, D. C. 

The committee met, pursuant to call, at 10:05, in room 457, Senate 
Office Building, Senator John Sparkman (chairman) presiding. 

Present: Senators Sparkman (presiding), Morse, Thye, and Javits. 

Also present: Walter B. Stults, staff director; Lee C. White, coun- 
sel; F. Bradford Morse, administrative assistant to Senator Salton- 
stall; Joseph Skubitz, administrative assistant to Senator Schoeppel. 

The Cuarrman. Let the committee come to order, please. 

We have representation from both parties and Tam hopeful that 
other members of the committee will be able to get here later. We are 
always confronted with the dilemma of other committees having meet- 
ings at the same time. We have not yet resolved the problem of being 
two places at the same time. 

I am glad to welcome to the hearing this morning, the newest. mem- 
ber of our committee, Senator Javits. He has been on the committee 
now for sometime. This is the first hearing he has attended. 

Senator Javirs. Mr. Chairman, may I say I am very glad to be a 
member of this committee. I think it serves a critically important 
function. 

I understand that this is the first full committee hearing since I was 
designated a member, and I am glad to be here. 

The Cuairman. That is correct; this is the first full committee hear- 
ing that has been held since your appointment. We have hada number 
of subcommittee meetings, but no full committee meeting. 

Asa result of numerous complaints made to our committee by small 
shipper s and owners of small trucklines, this committee held extensive 
public hearings in November and Dece mber of 1955, and on March 19, 
1956, submitted a report to the Senate on the administration of the 
Motor Carrier Act by the Interstate Commerce Commission. 

[t was apparent that our public hearings and the report itself could 
encompass only a small segment of the w hole field of motor transporta- 
tion. Asa matter of fact, one of the members of our committee stated 
that he could not approve our findings and recommendations, since 
they were based on such a limited sample. 

Therefore, in the summer of 1956, the committee staff undertook, at 
the direction of the committee, an intensive study of various important 
features of the industry which had not been adequately surveyed. It 
was our purpose to utilize, insofar as they were available, statistical 
data from the reports gathered by the ICC, and to summarize the 
official dockets of proceedings before the Commission, so that these 

tabulations would not only be as complete as possible, but also as 
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2 TRUCKING MERGERS AND CONCENTRATION 
authoritative as any Government agency could make them. I should 
add at this point that we enjoyed complete cooperation from the Com- 
mission and from its staff people who possessed the data and the back- 
ground we needed. 

Specifically, the committee employed two professors from the de- 
partment of economics. at Michigan State University, Drs. Walter 
Adams and James B. Hendry, both of whom have had broad experi- 
ence in the general field of business and Government regulation. For 
well over 6 months these 2 men worked on the relevant material pro- 
vided by the Commission, and then drafted a report to the committee 
summarizing their findings. Since this report draws certain conclu- 
sions, the committee decided that it should not be made public until 
the Interstate Commerce Commission could peruse it and offer any 
statement that it might wish to make simultaneously with the release 
of the staff study. 1 personally feel that this is a pioneering project, 
and I hope that other practitioners and students of the motortrucking 
industry will proceed oui the foundations laid out by Dr. Adams « and 
Dr. Hendry. 

Therefore, the Small Business Committee has convened this hearing 
to receive a summary of the staff report from its authors and to 
receive a statement from the Chairman of the Interstate Commerce 
Commission, Mr. Owen Clarke. It is my thought that the most logi- 
cal course would be to have Professor Adams and Professor Hendry 
summarize their report to the committee and then to receive from 
Mr. Clarke whatever views he might wish to express. Following those 
presentations, I would like to follow the general procedure utilized so 
successfully by the Joint Economic C ommittee and have an informal 
panel sort of session, thus allowing committee members, the Commis- 
sioners, and the authors to ask and answer questions in an effort to 
derive the maximum benefit, both from the staff report and from these 
hearings. 

Needless to say, we still hope that this report and these hearings 
will be only the start of a comprehensive and judicious examination 
of the nature of the trucking industry and of the regulation of that 
industry by the Interstate Commerce ‘Commission. This committee’s 
interest arises not only from the thousands of small-business men who 
own and operate small trucklines, but also from the hundreds of thou- 
sands of small-business men who are dependent upon highway trans- 

ortation for receiving their supplies and for shipping their products. 
Without a truly sound and effective national transportation policy, 
the survival of the small-business segment of our ind 
mercial world will be seriously threatened. 

Our first witnesses will be Dr. Walter Adams, professor of eco- 
nomics of the Michigan State University, and Dr. James B. Hendry, 
assistant professor of economics, at Michigan State University. 

Gentlemen, you may proceed as you see fit. 

I believe the statement that you have submitted is a joint statement ; 
is that correct ? 

Dr. Apams. That is correct, Mr. Chairman. 

I will read it on behalf of Professor Hendry and myself. 

The Cuamman. Very good. Just proceed. 


ustrial and com- 
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STATEMENTS OF DR. WALTER ADAMS, PROFESSOR OF ECONOMICS, 
MICHIGAN STATE UNIVERSITY, AND DR. JAMES B. HENDRY, 
ASSISTANT PROFESSOR OF ECONOMICS, MICHIGAN STATE UNI- 
VERSITY 


Dr. Apams. Let the record show that Dr. Hendry has a Ph. D. 
degree in economics from Columbia University and is a specialist in 

lic utilities and transportation economics. 

I hold a Ph. D. degree from Yale University and am the author 
of three books, numerous articles, and have served as a member of 
Attorney General Brownell’s National Committee to Study the Anti- 
trust Laws. 

The Cuarrman. Dr. Adams, I wonder if you would name the three 
books. 

Dr. Apams. The books are entitled, “Readings in Economics,” 
“The Structure of American Industry,” which, by the way has been 
translated into Japanese and Spanish, , and the t ird, “Monopoly in 
America.” All three books have been published by the Macmillan 
Co., of New York. 

The Carman. Now may I ask you one further question regard- 
ing your qualifications? You have previously done work for this 
committee ¢ 

Dr. Apams. That is correct, Mr. Chairman. I have done economic 
consulting work for this committee on and off since 1951. 

The CHarrman. Always on a short-term basis? You have never 
been a regular staff member? 

Dr. Apams. That is correct, Mr. Chairman. 

The Cuamman, But under contract, for short periods of time, you 
have done work relating to specific subjects ? 

Dr, Apams. That is correct, Mr, Chairman. 

The Cuarrman. Have you ever done work for any other congres- 
sional committee ? 

Dr. Apams. For the House Small Business Committee. That was 
during the summer of 1950, but, again, that was temporary employ- 
ment. 

The CHatrman. Have you done any work for any Government 
agency ¢ 

Dr. Apams. No, sir; none other than the Attorney General’s Na- 
tional Committee. 

The Cuatrman. Now, Dr. Hendry, I wonder if you might answer 
just along the same lines. Assume the same questions were put. to 
you. 

’ Dr. Henpry. Mr. Chairman, I was with the Senate Small Business 
Committee last summer in a consulting capacity. I have never been 
au permanent staff member of the committee. 1 have, at other times, 
been employed by the Economic Cooperation Administration, as a 
supply officer in charge of the rationing program in Peking, China, 
and I have also served and worked as a marketing executive for 
Standard Vacuum Oil Co. 

The Cuatrman, All right. Proceed, Dr. Adams. 
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Dr. Avams. Mr. Chairman, gentlemen of the committee, on April 
2, 1956, a leading financial weekly reported that— 

a wave of mergers has been sweeping the [trucking] industry of late, leading to 
the creation of large, well-financed enterprises stretching from border to border. 
In short, a spree of empire building, reminiscent of the railroads in their heyday, 
may well be in the making for the truckers. 

That comes from Barron’s, April 2, 1956. 

In November 1955, during a hearing before the Senate Small Busi- 
ness Committee, an official of the giant Pacific Intermountain Express 
Co. was quoted as follows: 

The year 1955 has been the most active. year for trucking mergers in the his- 
tory of the trucking industry. * * * 

The merger climate is favorable down in Washington, much more favorable 
than * * * § years ago. 

The resistance is less. Most of the expanding trucklines have decided that 
it is an unnecessary waste of time and money to oppose a competitor’s merger 
application if the competitor will also get the idea. And many of the railroads 
have come to the conclusion that it would be better to have a few strong law- 
abiding trucklines to compete with, than to cope with the ICC’s financial inabil- 
ity to keep 2,000 little ones in line. 

The committee was informed that the largest trucklines no longer 
try to acquire transcontinental operating rights in “one fell swoop,” 
but instead achieve the same goal by buying up rights on a piecemeal 
basis. Informed prognosticators, the committee was told— 
foresee the eventual formation of about 200 common-carrier trucking systems 


and the elimination of most of the present 2,600 individual motor carriers in the 
carrier field. 


The Commission, according to some witnesses, seemed to condone 
mergers and acquisitions by the big, while stifling growth and expan- 
sion of the small. 

These allegations prompted the committee to initiate a staff study 
to examine the merger record in the trucking industry over the last 
6 years. The purpose was to assemble, systematize, and evaluate 
factual data so as to gain some insight into the Commission’s admin- 
istration of section 5 of the Interstate Commerce Act and to discover 
if, as a result of mergers and acquisitions, there were any discernible 
trends toward concentration in the trucking industry or discrimina- 
tions against small carriers and shippers. 

The report published today—Trucking Mergers, Concentration, 
and Small Business: An Analysis of Interstate Commerce Commis- 
sion Policy, 1950-56—makes a beginning appraisal. It represents 
the tedious but vital assembly of relevant factual materials from a 
prodigious record, and the inference therefrom of insights to guide 
future policy affecting this important component of our transporta- 
tion network. The report is based almost entirely on statistical data 
furnished by the Interstate Commerce Commission and on Commis- 
sion dockets, decisions, and reports. 

I would like to interrupt at this point, Mr. Chairman, and call 
attention to a printing error in findings of fact No. 22. This appears 
on page IV of this mimeographed statement and on page 13 in the 
printed report. (See appendix, p. 227.) 

That finding, as corrected, should read as follows: 





On a regional basis, the 2 largest carriers of household goods account for 
more than 50 percent of total earnings in 6 (out of 9) regions in 1955. 
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The CHarrman. What was the printed figure? Mine has been 
corrected. Is that 60? 

Dr. Apams. It was printed as 60. 

The Cuamman. And should be 50? 

Dr. Apams. It should have been 50, and I might point out that in 
the body of the report, Mr. Chairman, the correct percentage appears}; 
namely, 50. 

In our report we have detailed +1 separate findings of fact, which 
are reprinted as an appendix to this statement. In substance, these 
findings indicate that— 

(1) The number of interstate trucking companies is declining 
steadily ; 

(2) Big mergers are increasing noticeably and aggregate con- 
centration is ii wereasing dramatically ; 

(3) The Commission has sanctioned mergers and concentra- 
tion without a clear showing that they would result in increased 
efliciency and lower transportation costs; 

(4) The Commission has followed a vague, vacillating, and 
inconsistent merger policy—especially with respect to small and 
large carriers. 

We shall elaborate br iefly on each of the foregoing points: 

(1) Number of carriers —In 1940, according to the Commission, 
there were more.than 26,000 class I, II, and IL carriers in the inter- 
state trucking industry. By 1955, this number had declined. to ap- 
proximately 18,000—a net disappearance of 8,000 firms, or roughly 
30 percent of the industry. This drop in the nue of carriers, it 
should be noted, took place during a period when total revenues for 
the industry as a whole rose 500 percent—from $909 million in 1940 
to $4,737 million in 1954. 

At the same time, the 10, 2 ), 80, 40, 50, 75, and 100 largest carriers 
increased their percentage share of total class I, II, and III revenues— 
the relative increase for each of these groups again amounting to 
roughly 30 percent. We need not belabor the point that while 8,000 
firms, mostly small businesses, were forced out of the industry, the 
larger carriers were building up their degree of control. 

(2) Mergers and concentration Although, numerically, the very 
largest carriers constitute no more than 2 percent of all interstate 
trucking firms, they accounted for roughly 37 percent of all (sec. 5) 
merger applications pi ced before the Commission between January 
1,18 950, and June 27, 1956. On ine 8 aver age, the very largest firms 
filed 30 times as many applications as the other 98 ‘percent of the 
carriers in the industry. What is more ss newotian. the average size 
of the combinations proposed by the very largest carriers was sub- 
stantially bigger than that of other carriers. Fifty-eight of the appli- 
cations involved giant mergers. At last count, the Commission had 
denied only 1 of these and approv ed, or granted temporary operating 
authority, in 43 others. ‘The combined size of these 43 giant mergers, 
it should be noted, is estimated to be greater than the combined size 
of 500 small-carrier mergers approved during this period. The brisk 

rate of merger applications, in itself, seems verification of the state- 
ment that the “merger climate” is good; otherwise, many of these 
applications would not have been filed. But, in addition, the : approval 
rate for the large truckers is greater than that for the smaller carriers. 
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Thus, while the general “climate” is good, it is balmier for some than 
for others. 

Concomitant with these mergers was an increase in concentration. 
Especially dramatic was the increase in aggregate concentration. 
Thus, according to the Commission’s own statistics—and I emphasize 
these are the Commission’s own figures—5.63 percent of all carriers— 
class I, II, and 11[—earned 29.06 percent of the industry’s total rev- 
enues in 1951, whereas by 1954, 3 short years later, only 4.7 percent 
of all carriers earned more than twice that percentage share (62.3 
percent). A similar trend, though less dramatic, was apparent in 
specialized segments of the industry—particularly among carriers 
of general freight, automobile haulers, and petroleum haulers. 

There seems little doubt that the big are getting bigger and solidi- 
fying their control of the industry. To be sure, the de of con- 
centration is not impressive when compared to oligopolized manu- 
facturing industries. But the trend is unmistakable, and shows signs 
of accelerating. As Justice Jackson once observed, “It is immaterial 
that the tendency is a creeping one rather than one that proceeds at 
full gallop.” One need not “await arrival at the goal before con- 
demning the direction of the movement.” 

In this connection it should be noted that the Commission’s pub- 
lished statistics do not accurately reflect the full extent of concen- 
tration in the industry. First, they fail to indicate situations of 
common control. For example, Pacific Intermountain Express, the 
4th largest carrier of general freight, is under common control with 
West Coast Fast Freight, the 23d largest carrier of general freight. 
Yet, no one would be aware of this from reading the Commission’s 
annual Statistics of Motor Carriers. This is comparable to listing 
the revenues of Chevrolet and Oldsmobile as if they were inde- 
pendent corporations and not both divisions of General Motors. 

The Cuatrman. Doctor, do you mind interruptions? 

Dr. Apams. No. Please go ahead. 

The Cuatrman. Just curiosity. If you don’t find that from the 
Commission’s statistics, where do you find it? How do you know 
this? 

Dr. Apams. Well, we had quite a bit of digging to do. We had to 
go to the Commission and get the annual reports of carriers. Ques- 
tion No. 13 and question No. 14 in these annual reports refer to sub- 
sidiaries and common-control situations. Only by taking the hun- 
dred largest carriers, as we did, and checking the annual reports, did 
we dig this information out and could we compile these tables as they 
appear in this report. But you can read the annual statistics of the 
Commission and never be aware of this fact. 

Now I have given just one example here. There are many others. 

The CHamman. But do you base that statement and statements 
relating to others within that group on facts that you did find in 
the Commission’s files ? 

Dr. Apams. Absolutely, Mr. Chairman. That is our only source 
of information. 

The Cuarrman. All right. Proceed. 

Dr. Apams. Secondly, Commission statistics do not reflect the im- 
portance of the agency-principal relationship among major vanlines. 
Agents may earn substantial revenues from their own interstate oper- 
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ations, and also contribute heavily to the revenues earned by the van- 
lines, but the full impact of these combined activities would not 
appear in the data published by the Commission. 

Finally, the Commission’s data are based on national revenues, 
and may, therefore, seriously understate _ degree of concentration 
in important regional or loc ‘al market area 

In short, - “Commission’s published si atisties are not a particu- 
larly useful or meaningful guide for a structural analysis of the 
trucking ihalasti y. 

] might say, Mr. Chairman, that Fortune magazine concurs in this, 
and I have an excerpt here from Fortune which makes a similar point. 
May I read it to the committee at this time ? 

The Crairman. Go right ahead. 

Dr. Apams. 1 am now quoting from the January 1957 issue of For- 
tune magazine, an article entitled “The Great U.S. Freight Cartel.” 2 
This is what Fortune has to say on the question of ICC statistics 

The carriers spend millions a year trying to convince Congress and the ICC 
that they desire a better break, and the ICC supports a 130-man Bureau of Trans- 
port Economics and Statistics that churns out an avalanche of detailed operating 
data. But not in all the endless morgues of figures reposing in the ICC’s Doric 
temple in Washington or in the dusty precincts of the Association of American 
Railroads’ bureau of railroad economics, or in the converted elegance of the 
American Trucking Associations’ apartments, or in the statistically chaste offices 
of the American Waterways Operators, or even in 9 out of 10 railroad-company 
headquarters, is there anything resembling the most important of all transporta- 
tion statistics: figures on the comparative productivity of the carriers. 

Now, other criticisms have been made of the Commission's statistical 
techniques. I will refer later to an article by Dr. Charles 8. Morgan, 
the 20-year man on the ICC staff, who had some rather critical things 
to say about the ICC techniques in gathering statistics. There are 
lots of statistics, but they don’t mean too much at times. 

(3) Mergers and efficre ney.—Any consideration of the merger prob- 
lem inevitably raises the question of the economic benefits to be derived 
from integrated operations—the possible economies of scale and in- 
creased efficiency which the public has been conditioned to associate 
with large firms. 

Since the major task of this report was to examine the Commission’s 
merger policy, we have not made an independent study of cost-size 
relationships. However, we did have the benefits of some recently 
published evidence which casts serious doubt on the Commission’s easy 
assumption that increased size means greater efficiency and lower 
transportation costs. At the very least, “there is nothing to support 
the belief that ever-increasing size is the only way to ‘achieve cost 
reduction. Such a belief, as these studies show, is nothing more than 
mere assertion. Moreover, increased efficiency seems primarily related 
to better route utilization rather than size. The coefficients of rank 
correlation between annual revenues and costs per vehicle-mile, ton- 
mile, or average haul in miles were so low as to indicate—at least in the 
case of carriers operating in and out of New England—that'size of 
firm bears little relation to operating costs. In fact, the study hy the 
New England Governor's committee on public transportation st: zgests 
that an inevease in competition would force carriers with short average 
hauls to increase their load factor and thus reduce costs; im short, that 





8 





TRUCKING MERGERS AND CONCENTRATION 


an increase in competition, rather than an elimination of competition 


via,merger, may be the road to lower costs and greater efficiency. 
In this connection, an article in the New York Journal of Commerce. 


February 18, 1957, is noteworthy. May I put the table appearing in 


that article in the record, Mr. Chairman ? 


Position and company 
1. Associated Transport Inc_ $39, 039 | 26. 


2 


oo 


18. 
19. 


20. 


21, 


99 
am 
92 


me 


Position and company 


1. 


bo 


~~ 


. Motor Cargo, Inc_....---- 
. Spector 


. Wilson Freight 


The CHairman. Without objection, that will be done. 
(The table is as follows :) 


{From New York Journal of Commerce, February 18, 1957, p. 33] 


General freight carriers, ranked by GROSS revenue 


[Thousands omitted] 


$-quarter 
gross, 1956 


Pacific Intermountain Ex- 
OE NOS oe re sewers 
Consolidated Freightways, 
Ime Sic wee eee los 
Roadway Express, Inc__-- 
Transamerican Freight 
Lines, 


Des. dees. 
Norwalk Truck Lines, Inc_ 
Pacific Motor Trucking Co-_ 
Interstate Motor Freight 

System 
Denver-Chicago 

es 


Trucking 


Pee We 0. Ere 


Bastern Express, Inc___--- 
McLean Trucking Co_-_-- 


Freight Systems, 


Navajo Freight Lines, Inc_ 
Garrett Freight Lines, Inc_ 
Gateway Transportation 

ps She PRT gees ee aia 
Akers Motor Lines, Ine_-- 


. Hayes Freight Lines, Inc__ 


Shirks Motor Express 
Forward- 


ie So eee kt 


5. Mason & Dixon Lines, Inc_ 


7 


36, 498 | 


34, 314 | 


| Position and company 


| 28. 


Commercial Motor Freight, 
TOs ides, db Le 
All States Freight, Inc 


— 


East Texas Motor Freight 


DB eee ee 


28, 805 | 29. Hall’s Motor Transit Co__ 
| 30. Central Truck Lines, Inc_ 
22, 539 | 31. Ringsby Truck Lines, Inc_ 
32. Yeliow Transit Freight 
22, 190 | Bambee ties ts sews 
21, 330|33. Kramer Bros. Freight 


20, 698 | 


20, 679 | 


18, 966 | 
17, 259 
17, 245 
16, 696 | 


37 


~ 


4 
16, 454 


15, 000 | 
13, 963 | 


11, 799 | 
11, 333 


» 
» 


4 
4 





11, 087 | 4- 
11, 075 | ~ 

»’ 412 | 
10, 412 | 46 


10, 258 | 


19, 268 | 26, 
. Adley Express 
38. 


39. 
). 
41. 


| 42. 


coy 


‘7. 
| 48. 
10, 231 | 49. 


10, 152 | 50. 


Lines, Inc 


. Santa Fe Trail Transpor- 


oeepen Oes2 si Leas 
Cooper-Jarrett, Inec_ 
Chicago Express, Inc 


Gordon’s Transports, Ine_. 


Interstate Motor Lines, 
as pe ee 
Burlington Truck Lines, 
ee Oa a a} 
Super Service Motor 
PORN (| OOac<>-cdawen 


Illinois-California Express, 
Inc___- 


. Central Freight Lines, Inc_ 


Campbell “66” Express, 
POa sie wg lo 
Los Angeles-Seattle Motor 
Ee 


oe Oe, EO! 
Johnson Motor Lines, Inc_ 
Western Truck Lines, Ltd_ 


General Expressways, Inc_ 


General freight carriers, ranked by NET revenu 


{ Thousands omitted] 


$-quarter 
net, 1956 
Pacific Intermountain Ex- 5. 
TOES MIO ber cdot ntt $1, 770 
Southern Plaza Express, 6. 
Mee Ai Ue ie ee AS SED oT 
Denver-Chicago Trucking 
RS Fee eee 1,104] 8 
Braswell Motor’ Freight 9 
RE TO i iitiitinin i Seance h 1, 037 | 10. 


Position and company 


8-quartcr 
gross, 1956 


9, 990 
9, 841 


9, 756 
9, 555 
9, 419 
9, 273 


9, 146 
9, 124 


9, O78 
9, 052 
8, 989 
8, 799 
8, 750 


8, 632 


8, 595 


8, 021 
7, 985 
7, 918 
7, 886 
7, 809 


3-quarter 


Watson Bros. 

I a 
MeLean Trucking Co___-__ 
Consolidated Freightways, 


Transporta- 


. Navajo Freight Lines, Inc__ 
. Burlington Truck Lines, Inc_ 
Roadway Express, Inc_-__- 


net, 1956 


916 
872 
665 
632 
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[from New York Journal of Commerce, February 18, 1957, p. 33] 
General freight carriers, ranked by NET revenue—Continued 


{Thousands omitted] 


8-quarter 3-quarter 

Position and company net, 1956 | Position and company net, 1956 

11. Dlinois-California Bxpress, 32. Alamo Motor Lines___--__- 342 
i ct ae eee 569 | 33. Spector Freight Systems, 

12. Red Star Express Lines___~_ 564 Sie cape oe a > ahie ee eae 341 
13. Garrett Freight Lines, Inc_-_ 562 |34. Great Southern Trucking 

14. Adley Express Co_----_ ~~~ 514 Ge slowed eleereuis Da 840 
15. All States Freight, Inc.___- 492 | 35. Red Ball Motor Freight, 

16. Ringsby Truck Lines, Inc_- 483 Te Be 305 
17. Yellow Transit Freight 36. Transamerican Freight 

Avior Dous. ibe eet 441 Lines, Ine_____- TWILL 329 

18. Commercial Motor Freight, 37. Norwalk Truck Lines, Inc__ 322 

pO ee ee ae: Ey 438 | 38. Pacific Motor Trucking Co__ 320 

19. Transcon Lines__..-----._- 426 | 39, Hall’s Motor Transit Co____ 318 

20. Lee Way Motor Freight, Inc_ 411 | 40. Motor Cargo, Inc________-_- 304 

21. Interstate Motor Lines, Inc_ 401 | 41. Hoover Motor Express Co__ 295 

22. United States Trucking .., | 42. Central Freight Lines, Inc_ 294 

Corp ------------------- 384 | 48. Central Motor Lines, Inc___ 286 


23. Merchants Fast Motor 


; oo, | +4. Continental Transportation 
PAO tek eee 381 Lines. Inc 929 
24. Interstate Motor Freight iy ci, (tee tt) ere "7 
ta | 45. Carolina Motor Express 
System ~....-...--....-- 380 Lines. Ine 276 
25. Santa Fe Trail Transporta- Lee ahr Sore ey en Tene pai 
tion Go 377 | 46. Cooper-Jarrett, Ine_._.--~- 27 
26. Campbell “66” Express, Inc. 374| 47- Gallagher Freight Lines, 26 
27. Akers Motor Lines, Inc__ 370 | Inc.-------------------- 268 
8.-"D. 3) 06, Wi Dis x 262 | 48. Overnite Transportation 
29. Johnson Motor Lines, Inc__ 362 _ 6 IE ea ne ee tre 267 
30. Los Angeles-Seattle Motor |} 49. Miller «& Miller Motor 
Express eer RIT 849 | Freight Lines.._.......~- 259 
31. Gordon’s Transports, Inc__ 347 | 50. Western Truck Lines, Ltd_- 254 


Dr. Apams. This article contains a list of 50 trucking companies 
having the largest gross revenues in the first 3 quarters of 1956. It 
also contains a list of the 50 companies having the largest net rev- 
enues during the same period. A comparison of these two lists 
shows an interesting disparity between the companies with the big- 
gest business and those with the biggest “take-home pay.” Asso- 
ciated Transport, for example, the product of a giant merger of 7 
companies some years ago, still has the largest gross among intercity 
truckers, but is apparenently unable to rank with the top 50 in terms 
of net. 

In fact, I just checked these figures last night, Mr. Chairman. In 
1955, Associated was the largest carrier of general freight in the 
country, earning a gross of $49,3 85,865. Its net before taxes was a 
deficit of $466,734. Its operating ratio, which the Commission values 
so highly as an index of efficiency, was 100.4. 

Now, I might add that I have seen in the prepared statement of the 
Commission that they make a great deal of the McLean case. It 
should be noted that Associated Transport, this very company I have 
been discussing, was the issue before the court in the McLean case. 

This is not an isolated instance. The 11th largest carrier on this 
list had a gross in 1955 of $23,642,194. It had a net before taxes, a 
deficit of $3,192,538. Its operating ratio was 112.7. 

In fact, 9 of the 25 largest gross revenue earners do not appear on 
the Journal’s list of 50 carriers with the largest net. While compara- 
tive profitability is only one of many indicia of comparative effi- 








10 TRUCKING MERGERS AND CONCENTRATION 


ciency, the foregoing is just one more piece of evidence that giant 
size does not necessarily guarantee either profitability or efficiency. 

(4) Inconsistent merger policy—F inally, our content analysis of 
merger decisions indicates that the Commission has followed a frus- 
tratingly vague and vacillating policy toward the carriers it regu- 
lates—a policy that shows little underlying consistency in approach 
or decision. Even study of complete dockets is apt to leave the im- 
pression that decisions rest largely on formalistic and ritualistic 
legalisms. What is enthusiastically ‘embraced in one opinion as a nat- 
ural and inevitable result of the economic facts of life is rejected in 
another as not shown to be in the public interest. Where fears of 
competitors are airily waved aside in one instance, the probable plight 
of competitors becomes of momentous importance in another. Con- 
sistency may well be the hobgoblin of little minds, but its absence 
requires at least a good explanation. 

Here are some illustrations: In the case of one small carrier, Cort- 
land Fast Freight, the Commission condemned the carrier because 
it sought Commission approval of a merger only after an investiga- 
tion had been launched, and failed to terminate the unlawful opera- 
tions when the investigation began. Where large carriers were in- 
volved, however, such as Allied, North American, or United Van 
Lines, continued operation, in spite of inv estigations, consent decrees, 
and even dissolution orders of the Commission itself, were not a bar 
to ultimate approval. The rationalization there was that, lawful or 
not, denial of the applications would mean deterioration of service 
to the public. Surely either the law or its interpretation has become 
a farce when the Commission avows that the public is best served by 
arrangements which are unlawful. 

Consider, too, the shifting importance attached to the competitive 
impact of merger proposals, A small New England carrier, Law & 
Ingham, attempted to purchase the rights of another small carrier 
in serious economic distress. The trsnsaction promised improved 
service to the public and was expected to increase annual revenues by 
a modest $25,603. The Commission’s denial rested largely on its fear 
that this merger would drastically undermine the New E ngland truck. 
ing industry, and so ultimately harm the public. By contrast, the 
giant Pacific Intermountain Express Co. was allowed to more than 
I actually treble in size—between 1950 and 1955, two- 
thirds of this growth being the result of mergers and acquisitions. 
PIE’s share of both national and regional markets increased, and the 
companies it absorbed included both weak and profitable firms, com- 
peting and connecting carriers, as well as conglomerate acquisitions 
cutting across specialized segments of the industry. The far greater 
impact on competitors of these mergers was ignored or minimized, 
however, and approvals were readily granted. 

Several of our case studies reveal that the Commission follows a 
“double standard” in judging the merger application of large and 
small carriers, When the Commission wishes to approve a merger 
application it finds that nothing has been adduced to show the trans- 
action is “contrary to the public interest.” When it wishes to deny 
an application the standards change; then the merger is rejec ted 
because the transaction was “not shown to be in the public interest.’ 
The first standard represents an effective rear-guard action by the 
Commission against protests ; the second standard puts the full burden 
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of proof on the applicant, with the necessary volume and quality of 
proof somehow always just beyond his reach. 

I think any lawyer will get the full significance of this shifting of 
burden of proof depending on who the applicant is. Moreover, even 
if the Commission were to follow a uniform standard of proof, it is 
significant to note that the statute calls for just one standard, “con- 
sistent with the public interest,” and yet in some cases the Commis- 
sion uses the standard “not contrary to the public interest.” 

In cone lusion, we call attention to an article in the May 1957 issue 
of the ICC Practitioners’ Journal by Dr. Charles S. Morgan, who re- 
cently retired from the ICC staff after more than 20 years of service. 
Dr. Morgan was Director of Legislative and Economic Research, 
Office of Federal Coordinator of Transportation——that was Mr. East- 
man—1933-36; Assistant Director, Bureau of Motor Carriers, ICC, 
and Chief of its Section of Research, 1936-42; chief carrier research 
analyst, Bureau of Transport Economics and Statistics, ICC, 1942- 
57. In this article, Dr. Morgan calls for— 


searching analysis [of] the increasing concentration of regulated motor trans- 
portation into the hands of a relatively limited number of large carriers. Has 
the Commission 


he asks— 


unwittingly or otherwise encouraged this carrier bigness in motor transporta- 
tion and is bigness good for the industry and the country? The trend may be 
sound, but the problems calls for more than case-by-case handling. The effects 
of increasing size on the segment of the industry which consists of small carriers 
needs clearer understanding than exists today (p. $33). 


(The complete artic le by Dr. Morgan, reprinted from ICC Practi- 
tioners’ Journal of May 1957, follows: ) 


THE FUNCTION OF RESEARCH IN A REGULATORY AGENCY 
By Charles 8. Morgan’ 


At a time when transportation problems never had been more numerous and 
complex, economic research at the Interstate Commerce Commission has been 
allowed to reach a very low ebb. Why this condition exists and a discussion 
of the function of research in the country’s foremost regulatory agency should be 
of interest to readers of the Practitioners’ Journal. Their work is affected and 
there are things they can do. 

The writer has endeavored to avoid overemphasizing the role of research in 
the Comumiission’s work and recognizes the importance of budgetary considera- 
tions. At the same time, he believes that a probiem which affects the public 
interest is involved and that this problem requires discussion in its more basic 
aspects and efforts to see what can be done to effect a change. 


SOME PRELIMINARY OBSERVATIONS 


What research is.—It is not necessary or desirable for the present purpose to 
insist on a rigorous definition of “research.” The general public, which often 
uses this term in loose ways, nevertheless recognizes that it has a more basic 
meaning. In its mind, research is associated for the most part with scientific 
laboratories. It readily recognizes that research in medicine, for eXample, 
refers to activities which seek to find means of coping with a specific malady 
(as cancer) or to understand the nature and functioning of the complex parts 
of the body, as distinguished from medical “practice” or the application of 
remedies to individual patients. In chemistry, research is understood to signify, 
among other things, efforts to discover new materials or processes, some of which 


1 Director of Legislative and Economic Research, Office of Federal Coordinator of Trans- 
portation, 1933-36: Assistant Director, Bureau of Motor Carriers, ICC, and Chief of its 
Section of Research, 1936-42; chief carrier research analyst, Bureau of Transport Eco- 
nomies and Statistics, ICC, 1942-57. Research is largely centered in this Bureau. 


95504—57 -2 
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may have no known practical value when found. The lawyer may differentiate 
between analyses of problems of general or at least historical interest and 
“searching the cases.” So, economic research could be defined as an effort by 
trained workers to isolate and, through painstaking, objective endeavors and use 
of the best information obtainable, to discover facts or to find solutions for prob- 
lems of a general nature or fundamental importance. The results then become 
available for application to particular cases or situations as they arise. An 
example would be a study of the basic economic factors in interagency rate and 
service competition and the finding of what is required to carry out the intent of 
the Interstate Commerce Act or in the way of additional legislation. 

This definition is too restrictive, however, to cover the work of the group 
whose functioning is the subject of this paper. It would exclude the many 
lesser fact-developing jobs that need to be done to provide answers to less com- 
prehensive and perhaps immediately pressing questions. It also would exclude 
statistical studies intended to provide information which anyone may use accord- 
ing to the questions he would like answered. These studies require, however, 
careful selection, appraisal, and organization of data and, while they often make 
use of data readily at hand, are essentially of a research nature. The definition 
given above also would exclude what may be called “informational” work, or the 
passing on to others of knowledge at hand.” 

The term “research” will be used herein, then, in a broad sense to cover all 
of the activities conducted at the Commission by a group which consists pri- 
marily of economists and statisticians but which also has included and should 
include persons primarily trained in engineering, accounting, rates, operations, 
and law.® ‘ 

The tools of research.—Research requires the use of a heterogeneous and 
changing mass of material that arises out of business activities. Information 
must be sought wherever it may exist and, if these sources are not adequate, 
special inquiries must be instituted. There is a marked contrast here with the 
work of the examiner, who is required to use only that material which has found 
its way into the record. As in the case of the examiner’s record, many of the 
facts required in research necessarily go far beyond transportation as such. 
Factfinding is a challenge which good research men welcome. On the other 
hand, it often is a costly process. There also may be need of devising new 
methods of using data or of adapting methods which have proved useful else- 
where. Here also is a challenge. 

Attributes of a good research staff—Beyond adequate training, a high level 
of attainment in research demands a consuming interest and curiosity, a desire 
to grapple with difficult problems, a lively imagination, initiative, and inventive- 
ness—all to the end that problems may be recognized, interrelations observed, 
and effective means of attack devised. Also required are good judgment, abil- 
ity to get to essentials, a cooperative attitude, willingness to assume responsibil- 
iy, and facility in writing and presenting data. An element of personal ambi- 
tion—a desire to establish a reputation based on good work—is a part of the 
essential motivation. Conditions must be such, therefore, as to bring together 
persons with these qualities and to encourage creative work. 

Persons who lack some of these qualities or are inexperienced can be useful, 
but they must have some or much of their thinking and planning done for them. 
In fact, every research group needs a certain proportion of such persons to do 
the less challenging types of work. 

To be effective, there should be work enough to permit a certain amount of 
specialization in the research group. Economy in dealing with problems results, 
and individuals with different backgrounds can be used on projects which call 
for more than a single type of knowledge.‘ 

Difficulty of measuring the results of research activities.—The scientific labora- 
tory has its record of successes and failures. The successes often can be turned 
into salable products. There are, of course, no such means of measuring the 
value of the output of persons engaged in economic research at the Commission. 





7A considerable amount of time of the Commission’s research staff has been spent on 
answering calls from Commissioners, members of the staff, Members of Congress, repre- 
sentatives of other Government agencies, and the general public for data available in 
Commission and other statistics, in special studies, etc. 

* For brevity, references hereinafter to research workers will be in terms of economists, 
the largest part of the group. 

*An example is Study of Railroad Motive Power (statement No. 5025), in the prepara- 
tion of which there was effective cooperation of an economist and an engineer. 

References herein to statements are to studies prepared by the Bureau of Transport 
Economics and Statisties. 
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Such contributions as they may make to decisions or, say, by devising new report- 
ing requirements or new uses of currently available statistics ° do have an element 
of definiteness. The uses of research studies as such, however, vary with the 
needs of the users and thus are not measurable or aggregative. Furthermore, 
the uniqueness of most such studies (as contrasted with the general family re- 
lationship of the issues to be dealt with in the reports of examiners), their rela- 
tively small number, and the varying degrees of difficulty met in preparing 
them make the number of studies completed in a period of time quite meaningless. 
Thus, criticism of the time taken on particular studies offered by persons not 
familiar with this type of work lacks a firm basis, though it may be justified in 
certain cases. 

Generaily, the formal research studies are “cast upon the waters,” without 
much if any knowledge of the uses that may be made of them within.the Com- 
mission. A vigorous demand for copies from carriers, shippers, financial houses, 
libraries, university professors, and others may appear to indicate that the 
studies are proving helpful, but there again is no or little knowledge of the uses 
actually made of them and it would be impractical and inappropriate to inquire.° 
Partly for reasons indicated later, the Bureau’s studies almost never are noted, 
much less reviewed, in the professional journals. 

On the other hand, complaints from some interest which has been pricked by 
the findings of a study, requests for large blocks of copies, and inquiries as to 
when certain “repeat” studies * again will be available suggest that at least cer- 
tain studies have been found important. 

In fact, the present writer has been agreeably surprised at the familiarity with 
the Commission’s special studies shown in some instances by visitors from car- 
riers or shippers or their organizations, research institutes, and others. Ref- 
erences to the studies in books and articles on transportation have been fairly 
numerous. Texts on transportation economics, in fact, reflect so much use 
of this research output as to suggest that the thinking of at least the next 
generation will have been influenced to a considerable extent by it. The pro- 
fessional transportation economist group is almost a captive market for the 
studies, but a policy of writing with this group principally in mind must, of 
course, be avoided. 

While, then, the present writer has no quantitative evidence that such is the 
case, he feels justified in concluding that the studies as a whole have been of 
significant value to and highly appreciated by a large aggregate number of outside 
users, 

The studies cannot be used in formal proceedings except by stipulation or by 
having the author take the stand. Study of Railroad Motive Power, supra, was 
used by stipulation in a divisions case, but such uses have been few in number. 

The important question from the viewpoint of maintaining an interest in re- 
search at the Commission is, however, the viability of the studies and related 
work within the Commission. The uses made of the research output by outsiders 
appear to carry relatively little weight in appraising the worthwhileness of the 
research effort and at best, of course, are difficult to measure. Research never 
has achieved such a degree of viability as to have caused its full acceptance as a 
tool of regulation. In the recent past, such viability as it has had has declined 
rapidly. 

Summarizing, it may be said that “research” as used in this paper compre- 
hends both basic studies and efforts to provide answers to more specific or imme- 
diate questions and the passing on of available information; that the data used 
may go far beyond readymade sources; that a research group includes persons 
interested essentially in ideas and new problems and that this fact needs recog- 





° For example, the recent setting up, largely by research men, of procedures for turning 
the Commission’s published motor carrier accident statistics into accident rates by type 
of carrier. 

® While other writers on economic subjects may face the same situation, they are not 
under the compulsion of justifying their work if, as in the case of university professors, 
it is only a part of their activities. There comes to mind no writer who depends for his 
living solely on the earnings from the sale of books or articles on transportation, but 
any professional writer knowingly assumes the risk involved. Research workers employed 
by private interests must justify their salaries or fees; a number of business risks are 
involved for which there is an effort to compensate. 

7'These studies, three in number, relate to estimates of the distribution of aggregate 
ton- and passenger-miles among modes of transportation (see statements Nos, 568 and 
5517 and the Commission’s annnal reports) ; the relation of freight revenue to the whole- 
sale value of commodities (see statement No, 532); and fluctuations in railroad traffic 
compared with production (see statement No. 570). 
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nition; and that there is very little in the way of quantitative measurement of 
the results attained. 


CONDITIONS FAVORABLE TO RESEARCH AT THE COMMISSION 


Economic content of the Commission’s work.—While the Commission's work 
is cast and performed largely in a legalistic framework, the problems dealt with 
are largely economic." This fact scarcely requires demonstration. Applications 
for increases in the general level of rates involve a weighing of carriers’ revenue 
heeds against the ability or willingness of shippers to pay. The Commission's 
work in developing :ules to govern the leasing of motor vehicles involved, aside 
from safety considerations, involves the question of need for keeping competition 
on a more even keel to avoid breakdowns in the economic structure of the motor- 
carrier industry. Reorganization proceedings require findings as to the amount 
and kinds of securities that can be supported from prospective earnings. Appli- 
cations for operating rights present questions as to the amount and kinds of 
service which shippers or travelers will need and can support. Investigations 
of the efficiency of carrier operations and management bear on earnings and the 
price of transportation service. There is, then, an abundant opportunity, so far 
as subject matter is concerned, for economic and related research at the Com- 
mission. 

Authority for the conduct of research.—The act places certain duties on the 
Commission which in this day and age cannot be discharged fully without the 
knowledge and understanding to which research can contribute. Terms found 
in the statement of national transport policy, such as “inherent advantages,” 
“sound economic conditions,” “unfair or destructive competitive practices,” and 
“a national transportation system,” involve economic concepts and call for broad 
analyses as distinguished from varying efforts to construe them in individual 
cases. Again, the Commission has the authority, “in order to perform the duties 
and carry out the objectives for which it was created, to inquire into and report 
on the management of the business of all common carriers subject to the provi- 
sions of this part * * * and the Commission shall keep itself informed as to the 
manner and method in which the same are conducted.” * The Commission is re- 
quired to find that carriers are honestly, economically, and efficiently managed.” 
Rates may not be allowed to become effective if they are not “just and reason- 
able.” ** Other provisions on which research work can be based could be cited.” 
The need for an adequate research program is magnified when it is considered 
that the Commission has not only the function of deciding cases brought before 
it but also the duty of exerting a broad and positive leadership in transportation 
through the initiation of inquiries and through informing Congress and the pub- 
lic of conditions and problems. 

The importance of the Commission’s work.—A research man at the Commis- 
sion can feel that he often is dealing with important subjects. His work con- 
cerns one or another or all of the forms of transportation over which the Com- 
mission exercises a powerful authority. These carriers have annual operating 
revenues of close to $20 billion and their services and charges vitally affect the 
economic and social life of the country. 

Closeness to sources of material.—A large amount of useful transportation 
material is ready at hand for use by the Commission economist. He does not 
need to rely, as do most researchers in university and business circles, on pub- 
lished summaries of carriers’ reports; the reports themselves can be consulted for 
additional information. Lack of adequate machine-processing facilities or per- 
sonnel often hampers him, however, particularly in the use of the many motor- 
carrier reports. In 1947 the Commission began to procure a sample of railroad 
waybills on which many research studies can be based, and over the years, as 
a result in part of pioneering efforts by research personnel, cost data have become 
more and more available. There is the advantage in these respects of being able 
at any time to consult with the Commission’s experts. Conferring with exam- 
iners, accountants, rate men, and others with firsthand knowledge of their sub- 
jects also can add much to the value of the research product. In addition, the 





*Keonomic considerations are secondary and sometimes absent in the Commission’s 
safety work. This work is discussed only incidentally herein. 

* Section 12 (1). Emphasis supplied. Comparable provisions, not confined to common 
earriers, are found in sections 204 (a) (7), 304 (b), and 403 (e}. 

® Sections 15a (2), 216 (i), 307 (f), and 406 (d). 

1 Sections 1 (5), 216 (a}—(d), 305 (a), and 404 (a). 

122'The term “research” is used only in section 204 (a), (5), which has to do with safety 
in motor transportation. Absence of this term in other sections is not surprising or 
significant. 
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Commission can require, in proper cases, the furnishing of special information 
needed by the research group.” The problem of determining and allowing for 
the bias in the partial returns to questionnaires sent out under private auspices 
does not exist.“ 

The Commission’s forthrightness—The Commission has been willing and 
desires to have all pertinent facts brought out in research studies. Thus, it is 
to its credit that it has approved the release of certain studies with knowledge 
that they contained criticism of a Commission policy “ or which furnished ammu- 
nition for attacks on its actions. 

On the other hand, it must be recognized that an economist gives up something 
on entering Government service, though perhaps less so in the case of the Com- 
mission than in that of certain other agencies. Thus, he must acknowledge that 
there are subjects within the GCommission’s purview on. which it would be inad- 
visable to publish studies, possibly because there are proceedings which involve 
the same questions. He also must recognize that decision making will be pri- 
marily by lawyers and that he cannot indulge in the investigation of problems 
merely because they are of interest to him. His colleagues on university facul- 
ties have a freedom he may long for but cannot reasonably expect to have. 


CONDITIONS NOT FAVORABLE TO RESEARCH AT THE COMMISSION 


The difficulties to be overcome in maintaining a fruitful program of economic 
and related research at the Commission arise in part from the nature of the 
Commission, its organization,, and its procedural processes, and in part from 
fortuitous factors. In combination, the obstacles assume formidable proportions. 

Commission not a “research” agency.—An obvious consideration is the fact 
that the Commission is not a “research” type of agency as are, say, the Bureau 
of Public Roads and certain other divisions of the Department of Commerce 
or various segments of the Department of Agriculture. Further, being:an-agency 
of delegated and limited powers, the Commission may not enter certain areas 
of economic research, even though its Own work is affected by policies or devel- 
opments in these areas. Thus, there has been criticism of Government trans- 
portation policy on the ground that regulatory and promotional work are not 
coordinated,” though no one has shown that they can be. Certainly the Com- 
mission, except by specific direction of Congress or the President, cannot go 
into such questions as the wisdom of providing toll-free waterways, even though 
any effort to adjust the rates of competing modes of transportation in terms of 
their relative “inherent advantages” is affected by incomparability of cost 
factors. There are aspects of carrier labor problems which affect the Commis- 
sion’s work but which are not within its power of investigation and recommen- 
dation. Other examples could be cited. The Commission, in its annual reports 
and occasionally in decisions, has referred briefly to matters which fall outside 
its jurisdiction, but the fact is that it is circumscribed in the view it may take 
of problems that affect vital aspects of transportation.” 

Other calls on a limited budget.—Necessarily, some research projects run into 
considerable money. With a Commission budget that chronically is too low to 
cover all needs, a continuing stream of work created by carriers and shippers, 
pressure for speedy decisions of pending cases, and a strong public interest in 
safety work (to mention only some of the other claimants for funds), research 
tends to find itself taking what funds are left after demands with greater viability 
have been met to as great an extent as possible. A feeling may exist that re- 
search is a costly luxury and there may be a tendency to weigh its costs in terms 
of the number of examiner reports that could be written with the money devoted 
to it. 

%1t is not necessarily to the credit of the research staff that it has sent out relatively 
few special inquiries 

14 The research staff is aware, of course, of the benefits of sampling and has used samples 
in some instances. 

% For example, the study of Railroad Sinking Funds and Funded Debt (1939). 

6 See, for example, Issues Involved in a Unified and Coordinatec Federal Program for 
Transportation, a Report to the President From the Secretary of Commerce (Dec. 1, 
1949), and Charles L. Dearing and Wilfred Owen, National Transportation Policy (1949), 
especially pp. 362-371. . 

17 1n one instance, by direction of the President, the Commission made a report on a 
public transportation project. See Report on Lake Erie-Ohio River Canal, 285 ICC 753 
(1939). Its economists contributed importantly to this report. The Commission could 
have made an expert appraisal of phases of the St. Lawrence seaway project but it was not 
asked to do so. The effects of this project on its work already are being seen. Seventieth 
Annual Report, pp. 29-30. The Commission has not, however, been receptive to proposals 
that would require it to report on the economic soundness of inland waterway projects. 
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The net result has been that a research staff which, under the urging of cer- - 
tain Commissioners and the Bureau of the Budget, began to be built up in 1942 ; 
and which attained over 50 authorized positions, including clerical assistants, had . 
fallen to 33 filled positions on June 30, 1951, and since has been reduced to a ai 
meager handful, with few of the remaining members engaged in research as T 
such.” Attrition through resignations and retirements has been unchecked. SI 
Other agencies have attracted many of the best minds in the group. Some satis- t] 
faction may be had from noting the high positions held by economists who ob- 3 
tained some or most of their training and experience in the Commission’s research 
unit, but the implication that the Commission’s work is not equally in need of 
such talent is very disturbing. ; Dp 

Harmfut personnel policies—Personnel policies which would reward good re- I 
search work and hold out opportunities for advancement have been lacking at the t 
Commission. Men who have remained in a grade for many years may lose the r 
zest that is essential for good work in research or any other field, and persons y 
who early recognize that there is small opportunity for advancement lose little ‘ 
time in getting eut. Discipline is more difficult when the supervisor knows that ] 
a man is not drawing proper pay and when persons in other lines of work with ( 


no more, and perhaps less, formal education and experience and dealing, as it 
seems to the research man, with simpler matters are promoted ahead of him. 

The Commission’s policy of not making summer or other short-term appoint- . 
ments, except to a small extent for clerical work, has precluded bringing in per- 
sons with fresh ideas and different points of view. Contacts with such persons 
would enrich the thinking of the Commission’s permanent research staff. These 
temporary employees, in turn, would return to their teaching and research activi- 
ties with a better knowledge of the Commission’s procedures and problems, as a 
result of which there might well be a lessening of the criticisms of the Commission 
which emanate from ivory towers. 

Speedup policy versus creative work—The “speedup” policy in force for 
several years in the case of other bureaus indirectly affects the research work. 
Obviously, the cost factor cannot be and it never has been regarded lightly 
by those in charge of research work, but heavy pressure on a research man, 
as on an examiner engaged in handling a complex rate or finance case, must 
mean cutting corners and certainly does not beget the best in creative thinking. 
There never has been a “feet-on-desk” type of thinking in the research group. 
There is no time for thorough, thoughtful reading by way of keeping up with 
the pertinent literature in economics and statistics or even in transportation.” 
Such reading must be done almost entirely outside of office hours, if it is done 
at all. Discussion meetings have not been encouraged and there is continuing 
pressure to get studies done. The result has been a falling behind that affects 
the value of the research output and keeps it from being fully tied in with work 
done by other economists.” 

Difficulties at the Commission and Bureau level—The basic source of diffi- 
culty in maintaining an effective research program lies in the relations of the 
research group with other activities of the Commission and with individual 
Commissioners. 

It often has been said, and doubtless is true, that Commissioners, under a 
heavy daily load of work, find it difficult to give adequate consideration to 
certain broader issues and trends.“ In a busy atmosphere, the less obtrusive 
elements of the Commission’s work, particularly research, tend to suffer most 
from lack of attention. The same is true of many bureau heads and others 
in responsible positions. If the pace were more deliberate, the writer is con- 
fident that the research staff would be called on for more help. 

As a corollary of the foregoing, there have been too few opportunities to bring 
research to bear directly on policy matters or the daily work of the Commission. 


13 These figures do not include positions in accounting, waybill, and other work, the 
occupants of which engage to some extent in research. 

1 Not to mention wholly inadequate provision of library facilities and the frequently long 
end unpredictable delays involved in obtaining books and periodicals from the Library of 

ongress. 

2 The same lack of keeping up appears to be present in other areas of the Commission's 
work. It is very doubtful that its examiners and attorneys are currently informed of 
basic and background developments which ultimately must affect and even shape their 
work. The pace is too fast and the incentive is lacking. 

“This point may appear to have lost some of its cogency in view of the many addresses 
which Commissioners have been making in recent years. These addresses necessarily deal 
with general or basic problems as distinguished from pending proceedings. The delegation 
to the Board of Suspension of decisionmaking power has lightened the load of Commis- 
sioners engaged primarily in rate work. 
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There have been certain important” and other exceptions, but most of these 
exceptions go back a good many years. It has been the almost invariable 
practice of the Commission, even when basic economic concepts are involved, to 
seek information and ideas only from those bureaus and staff officers who deal 
administratively with a particular subject, to the exclusion of the research group. 
Thus, some decisions have been reached on evidence which might not have 
survived critical economic and statistical testing.” It appears likely, however, 
that this disregard of the research staff resulted in considerable part from over- 
sight and following bureau lines rigidly rather than from deliberate downrating 
what the research group could do. 

In business and in some other Government agencies, research men have a 
place in the organization which permits them to be informed fully as to the policy 
problems that are of particular concern and to adapt the research program to 
them. Such never has been the case at the Commission. Teo frequently the 
research group has had to choose its own subjects for study without consultation 
with others and to disseminate the results in the belief or with the hope that its 
studies will prove useful. Too frequently, also, the attitude of the recipients 
has been that the burden was on the research group to show that the studies 
could be put to practical use. This burden has been very difficult to sustain. In 
a more favorable climate, there would have been encouragement and much better 
utilization of the services of the group. At the Commission, however, there is 
virtually no time for any wide reading of the research studies. The situation is 
almost fatal for research, as no group of men will show enthusiasm for work, 
the results of which they do not find the time, even if they had the inclination, to 
study carefully. 

The situation has reached such a point that the Commission, in answer to a 
question, recently told the House subcommittee handling its budget request for 
1958 that it intends to conduct no research that is not demanded by some particu- 
lar bureau or by some special phase of its work.” This statement is quite 
ambiguous, but it appears that the Commission wished to make it very clear 
that it is washing its hands of all general research as if it were a plague or at 
least a waste of public funds. How the two Committees on Interstate and 
Foreign Commerce would look upon this statement is a matter of interest. They 
might construe it as having been made in disregard or lack of full appreciation 
by the Commission of its duties under the act.” They apparently would be 
more willing to accept the statement the Commission made a few months earlier: 
“Formal economic studies and analyses are essential to obtain information and 
ideas needed in the consideration of transportation problems.” * 


SOME RECOMMENDATIONS 


The public interest in having the best possible understanding of transporta- 
tion problems requires that an effort be made to overcome the difficulties dis- 
cussed above and to build up a fruitful research effort at the Commission, inte- 
grated with its entire range of work. Otherwise, it may be anticipated that 


2 Examples are the staff report on Federal Regulation of the Sizes and Weight of Motor 
Vehicles, published in H. Doc. No. 354, 77th Cong., 1st sess.; the study of Railroad Sinking 
Funds and Funded Debt, supra; the work on consolidated statements, which led to the 
Commission’s order of December 28, 1941, requiring railroads to report on this basis and 
which exerted a considerable influence on the thinking and practices of railroad manage- 
ments (see Condensed Consolidated Statistical Statements, statement No. 4411, the first 
summary of data so reported, and statement No. 5611, the latest such summary) ; the work 
on per diem costs (see Per Diem Costs of Ownership and Per Diem Charges for Freight 
Cars and Their Calculation, statement No. 465), which figured in the then current per 
diem case and in all subsequent cases; the report in Ex parte No. 165, Problems in the 
Regulation of Domestic Transportation by Water (1946); the development and presenta- 
tion of testimony in certain formal proceedings (discussed hereinafter) ; participation in 
a consulting capacity in the preparation of the report of the U. S. Public Health Service 
on Fatigue and Hours of Service of Interstate Truckdrivers (Public Health Service 
Bulletin No. 265, 1941); and contributions to the Commission’s annual reports. The 
Section of Safety, Bureau of Motor Carriers, and the Bureau of Law (now the Office of the 
General Counsel) also contributed to the sizes and weight report. The Commission’s own 
report and recommendations and the staff report clarified the problem, though no legisla- 
tion resulted. The fatigue study did not indicate need for an immediate revision of the 
Commission’s hours-of-service regulations. The detailed study of accidents, in the light 
of the findings of the study, which Chairman Eastman recommended never was found 
essential. 

2 The only use of the research group in the investigation of the leasing of equipment 
a motor carriers was in the collation of certain data collected by the Bureau of Motor 
‘arriers. 

*“ Hearings on Independent Offices Appropriations for 1958, p. 806. 

* See (p. 820) above. 

670th Annual Report, p. 129. 








18 TRUCKING MERGERS AND CONCENTRATION 


certain problems will be temporized with or that other Government agencies, 
not nearly in as good a position to do this work as the Commission is, will under- 
take to occupy the field of transportation research to a greater extent than they 
do at present. As an arm of Congress, the Commission has a duty to keep 
Congress informed on all important developments and to anticipate problems 
before they become critical. One means of performing this duty is through re- 
search. If the Commission fails to do all it can, Congress will have to obtain 
the assistance and guidance it needs from other Government agencies and with 
staff economists of its own. The Commission should not fail to use to the full 
its opportunity to bring its special knowledge and experience to bear on trans- 
portation problems that fall outside its casework. It also should use research 
talent fully on casework. 

Leadership at the top level.—The major need is, of course, the redevelopment 
of an interest in research at the Commissioner level. There is one best way 
of assuring such leadership. The Commission in the past has had outstanding 
economists in its membership or men with a deep interest in economics and 
exceptional facility in the use of statistics. The names of former Commissioners 
Meyer, Daniels, Eastman, Splawn, Aitchison, and Alldredge come to mind. All 
appointees in recent years have been lawyers or persons with legal training, 
with, in a few instances, experience in rate work. While men who are primarily 
lawyers have recognized the value of economic research, there is no economist or 
person with a strong leaning toward economic analysis now on the Commission. 
There appears to be, on the whole, an apathy verging on opposition to research. 
Appointments to the Commission seldom are made in this day and age except as 
the result of considerable efforts by the applicants’ friends, if not by the applicant 
himself. This situation practically precludes the appointment of a professional 
economist. It is sincerely to be hoped that the names of able economists will be 
considered when new appointments are to be made and that at least one economisé 
will be*found on the Commission in the not distant future. This-need arises in 
only relatively small part from the benefits such an appointment would confer 
on research activities. All of the Commission’s problems call for top-level con- 
sideration from an economist’s viewpoint. 

From 1934 until he left the Commission in 1953, Commissioner Walter M. W. 
Splawn, a noted economist, was in charge of the bureau which conducts eco- 
nomic research. Since then the bureau has reported successively through four 
commissioners. The practice now appears to be to assign the bureau to the 
newest appointee, without much or any consideration of his interest in or quali- 
fications for administering it. In the absence of an economist on the Commis- 
sion, the bureau™ should go to the commissioner who comes nearest to having 
an understanding of its line of work. Also, it should be left in his hands as long 
as possible and for several years at least. Only in that manner can any com- 
missioner become acquainted with the bureau’s work, processes, and personnel 
and exert a positive influence in promoting its usefulness. 

Provision of liaison.—Better liaison between the Commission and its staff 
and the research group is needed. It could be provided in part by provision of 
opportunities for discussions with commissioners. Such discussions would give 
the research staff the benefit of ideas which commissioners may have that bear 
on particular projects and would arouse interests in studies and make impos- 
sible a situation, such as has existed in some cases, in which studies are delivered 
in finished form without much knowledge that they were in preparation. Ex- 
planations of the studies and of their value would do much to reduce criticisms. 
The research group, it may be added, has failed to submit condensations of its 
larger studies and thus has lost an opportunity to promote their use in the 
Commission. Brief talks with examiner and other groups interested in particular 
studies also would be beneficial. 

A direct means of breaking down the existing barrier between the research 
staff and the remainder of the Commission would be to place, at least temporarily, 
an economist in each commissioner’s office. The results would be gratifying if 
men with proper qualifications can be found.” Later, these economists, benefited 
by this experience, and others on the staff could be gathered into a unit distinct 
from any existing bureau. Such a unit would be able to serve all branches of 


27 If the Bureau is retained. See suggestion immediately below. 

#*% There is a paucity of men with just the right qualifications, though our educational 
institutions and the experience being gained by their graduates may correct this situation 
in the not too distant future. The work here suggested is not for neophytes and the plan 
suggested could turn out poorly without just the right men. 
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the Commission with a feeling of responsibility and a freedom that are important 
to its success.” 

As is on the whole proper and desirable, bureau directors generally insist on 
strict observance of the lines of authority assigned their respective units. As 
a result, the research group finds itself in the awkward position of seeming to 
infringe on a bureau's functions when it suggests that its services be used on a 
subject administratively handled by a given bureau. For the good of the work 
of the Commission as a whole, a clear-cut procedure should be provided under 
which these services may be used on any phase of the Commission’s work on 
which they can be helpful. The research unit then could proffer its services 
more freely. The procedure necessarily would inyolve obtaining the approval 
of the commissioners in charge of the respective bureaus either as specific mat- 
ters arise or in the form of a general rule covering a class of work.” 

An enlarged scope of research activities —In the beginning of Federal regu- 
lation of transportation, the problems to be dealt with mainly concerned rates. 
It was said then and has been said many times in the intervening 70 years that 
the Commission was created to provide the expertness in dealing with such 
matters which the courts could not be expected to have. It also was recog- 
nized that legislative ratemaking was impractical and that Congress should 
establish only general statutory standards to guide the Commission. Amend- 
ments to the act have given the Comimission authority to engage in activities, 
such as the promotion of safety and the passing on applications for operating 
rights, which clearly could not be performed by Congress or the courts. The 
public looks to the Commission for expertness also in these newer lines of work. 
As the issues are mainly economic, it follows that expertness comprehends an 
understanding of transportation economics.” 

While the conclusion here reached has been stated earlier herein, it points 
to the need at this time for an enlarged opportunity for economists to partici- 
pate in the handling of the Commission’s problems. There are various ways of 
achieving this result. 

One way already has been indicated; viz, the placing of economists in Com- 
missioners’ offices, where they could review reports both as to their factual 
accuracy and completeness and as to the conclusions. 

Another way would be to stress training in economics and particularly in 
transportation economics through courses of lectures” and the aforementioned 
discussions with examiners and others of research studies as they appear. 

Another means would be working with examiners and reviewers, particularly 
on cases that involve new problems or difficult economic and statistical testi- 
mony. Too frequently the records on which decisions are based are inadequate 
in certain, perhaps important, particulars. The research man can assist the 
examiner in some instances through discussion with him of the kinds of evi- 
dence required for proper disposition of the issues presented by the pleadings. 
Failure to produce a record that comprehends all such evidence, even though 
hearings may have to be adjourned, or evidence of the quality required should 
be a criterion for use in rating examiners. There should be similar calls for the 
advice of research men when the Commission institutes an investigation on its 
own motion. The results would be a better planning than sometimes has marked 
such investigations. The examiner also can be aided in his analysis of the 
record in order that irrelevancies may be avoided in his proposal or final recom- 
mended report and that all essential facts may receive proper attention. 

The reviewers of such reports in the respective Bureaus and, in the Com- 
missioners’ offices, as well as the Commissioners themselves, should have the 
benefit of the assistance of economists. 





2 With such a unit, the present Bureau of Transport Economics and Statistics would 
have mainly routine compilation and informational duties. This work could be transferred 
to the Bureau of Accounts, Cost Finding, and Valuation. This transfer would be entirely 
logical, as there is duplication of activities now or the subiect matter is common to the 
two Bureaus. The railroad accident work of the first-named Bureau, insofar as it relates 
to preparation and interpretation of reporting rules, could be shifted to the Bureau of 
Safety and Service. Routine compilation of all statistics should be transferred to a 
machine tabulation unit. The cost work, which involves basic economic concepts, should 
be merged with the research work. 

* The writer wishes to add that he almost always found bureau directors most coopera- 
tive and helpful in answering questions and in other ways. 

317t is perhaps significant that from its beginning until 1911, the Commission had on 
its staff one of the country’s foremost economists—Prof. Henry C. Adams. Dr. Adams, 
who divided his time between the Commission and the University of Michigan, led in the 
formulation of the Commission’s accounting and statistical regulations and also, to judge 
from passages bearing his name in the Commission’s early annual reports, advised the 
Commission generally on transportation matters. 

2 A course of this kind was given for examiners and others in 1954—55. 
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The practical result of the foregoing suggestions would be that economists 
would prepare or review sections of certain proposed and final recommended 
reports and decisions. As examiners and others became more thoroughly trained 
in this phase of their work, there might be some abating of the economists’ 
efforts, but this point need not be stressed at this time.” 

There are types of proceedings in which it is unlikely that the parties will be 
able to provide all of the information needed for a sound decision, as well as 
proceedings in which helpful information is not vouchsafed. In these circum- 
stances, which in some cases may not be revealed until the examiners’ final 
recommended reports are being prepared or reviewed, the research staff can be 
of service in the making of the record. Too little of this kind of work has 
been done in the Commission’s experience except for the fairly common use of 
its safety experts in proceedings in which safety considerations are an issue.™ 

Certain objections may be raised to this use of the economic staff. One is that 
most proceedings are adversary in nature and that use of Commission staff 
members would tend to favor one or the other parties. If, however, the staff 
men present only facts and if these facts otherwise would not be obtainable, 
the implication of this objection is that all of the facts needed for a sound de- 
cision need not be at hand and that the decision should go to the side that has 
the greater ability in making the record. The answer, obviously, is that the 
public interest requires that all relevant facts be considered. 

A second possible objection is that the economic staff, insofar as it is the 
one used for this purpose, might impair its standing and prestige by appearing 
to take sides. If, however, the staff enters a case only by direction and if it 
presents only facts, it will not lose its objectivity. Experience to date indicates 
no danger whatever in this respect. There of course will be criticisms of staff 
testimony on cross-examination and in briefs, but adverse and favorable com- 
ments will tend to balance out and the disinterested approach of the staff will 
become recognized and respected. The staff member must guard, however, 
against being led on cross-examination into drawing conclusions or giving his 
expert opinion. 

A third possible objection is the cost to the Commission. Sound decisions 
are worth their cost and, of course, only a relatively small proportion of the 
proceedings would involve testimony by staff members. 

It may be objected, however, that staff members used in developing testimony 
should not themselves participate further in the disposition of the proceeding. 
This objection may be a proper one. It could be met by assigning other econo- 
mists to the case, if need for their services exists. There is no reason to assume 
a lack of objectivity in appraising a colleague’s work. 

The economic staff should not be allowed, through engagement on casework, 
to neglect studies that are basic to a given line of Commission work. Such 
studies are, in fact, highly essential to a proper participation in the casework, 
as they would provide valuable facts and conclusions needed in the understanding 
of the economic issues presented in specific proceedings. Some topics for basic 
research are suggested hereinafter. Also, research studies of lesser scope should 
not be neglected, as they serve to fill in the knowledge of transportation condi- 
tions, problems, and trends. 

Because of its bearing on the use of economists to a greater extent in for- 
warding the Commission’s work, another important question will be asked: Does 
the Commission need to confine itself as rigidly as it does to records as made? 
The Supreme Court takes notice of books, magazine articles, and newspaper 
items. Aside from using, by stipulation, later official data of kinds in a record 
and very occasionally taking official notice of matters of common knowledge, the 
Commission adheres strictly to the evidence of record. It, however, much more 
than any court, has the right to use its specialized knowledge of transportation 





%3The provisions of the Administrative Procedure Act relative to the duties of hearing 
examiners, whatever their merits may be, are of no benefit to any program that calls for 
making use of economists and other nonlawyers. The work suggesteed above apparently 
would involve, however, no issues not already considered in connection with the use of the 
Commission’s cost experts on case work. 

** Examples of use of the research staff in this way are provided by Docket No. MC—C-550, 
Investigation of Bus Fares, Docket No. 29556, Charges on Small Shipments by Railroads, 
and Docket No. MC—C-—543, Charges on Small Shipments by Motor Carriers. Users of bus 
service could not be expected to present much evidence in the general type of investigation 
the Commission undertook. In the other proceedings, the staff presented testimony on 
feersting and rate practices in the handling of small shipments in France, England, and 

anada. Such testimony was unlikely to be offered by the parties. The examiner paid 
little attention to this testimony. The proceedings were discontinued because of changed 
conditions and the presentation of related issues in other proceedings. 








TRUCKING MERGERS AND CONCENTRATION 21 


and related subjects. In fact, it may be urged that it has the plain duty to do so; 
the expertness expected of it otherwise falters. It would seem at the very least 
that it should consider itself free to use, without stipulation, any official or 
other accepted statistics or derivatives of such statistics if they are needed to 
cover points on which the record is silent or to bring the record to a later date. 
The problem is, however, of much larger scope and goes to the basic nature of 
the Commission as an expert body. Economists can be very helpful in the event 
the Commission ean and will lessen its highly legalistic, courtroom approach to 
its work. 

The various procedural problems discussed above are, of course, of a kind on 
which the views of practitioners before the Commission are most important. 
There is need for consideration of these problems from a broad rather than 
wholly technical standpoint. The suggestions made emanate from a longstanding 
belief that the Commission needs to be less legalistic in certain of its procedural 
processes and that, if a change can be made, it could make greater use of econ- 
omists and other experts on its staff. It is thought that better decisions will 
result from the suggested changes. The practioner’s work would be lightened 
thereby and certain landmark decisions, well worked out, would give him points 
of reference that ultimately could simplify his problems.” 

Enlisting outside cooperation—While there have been some exceptions,” 
it has been the policy at the Commission to take all possible steps to prevent 
potential users of its research studies from learning that certain studies were 
being prepared. Whatever the basis may have been for this policy, it clearly 
needs immediate reversal. Persons who may find the studies useful should not 
be caught totally unaware of them until copies turn up on the Commission’s 
press table. The present policy does not rest on formal action of the Com- 
mission as a whole and it should not be difficult to reverse it. Announcements 
of studies in process should be made in regular course and with sufficient ex- 
planation of the studies to make clear the ground they are expected to cover. 

There are other means of breaking down the present isolation of the Com- 
mission’s research activities from interests they are intended to serve. One 
such will be discussed here. It consists of using, in proper cases, the services 
of consulting or advisory committees. 

It is obvious that carriers, shippers, manufacturers of transportation equip- 
ment, public bodies, labor, and others, in varying combinations, have an interest 
in the facts and findings developed in particular research studies. It is equally 
true that these groups have a wealth of useful knowledge, as well as divergent 
viewpoints. The information and experience they represent can be made to 
contribute to the effective programing of research work and to the solution of 
problems. Advisory committees could suggest where, in their view, the empha- 
sis should be placed in research, give their ideas as to means of attack on 


% The problem discussed here was forcefully considered by former Commissioner Clyde B. 
Aitchison, who, in his long experience as chairman of one of the Commission’s rate divi- 
sions, had ample opportunity to observe the need for consideration of all relevant facts. He 
Baki: 

“* * * with the understanding that I am speaking simply as a private citizen and not in 
connection with any party before this proceeding, my own idea is that instead of the ‘shall 
nots,’ the proper amendment to be submitted would be to leave the word ‘not’ out, and to 
compel the Commission to resort to every source of information as to pertinent facts that 
is possible for it to obtain, antecedent to its action, and to remove, so far as possible, all 
procedural blocks in the way of their acquiring necessary information in order for them to 
act advisedly. Some of these matters are comprehended in their official files, namely, the 
rates of the competing carriers. That ‘shall not’ would require the Commission to shut its 
eyes to that of which they are the legal custodians” (hearings on H. R. 6141 and 6142 
before a subcommittee of the Committee on Interstate and Foreign Commerce, House of 
Representatives, May 10, 1956, pp. 715-716). 

A bill prepared by the special committee of the American Bar Association on legal services 
and procedures, provides in sec. 1006 (e) that administrative agencies may take official 
notice of material facts ‘‘within their specialized knowledge” beyond the evidence appearing 
in the record only if the fact so noticed is specified in the record or brought to the attention 
of the parties before final decision. Sec. 7 (d) of the Administrative Procedure Act now 
requires that any party shall on timely request be afforded an opportunity to rebut such 
facts after a decision has been reached. The proposed and the present rule are both 
confining to a marked degree. 

“6 In connection with the suggestion as to greater use of staff testimony, it would be well 
to consider the important staff contributions to records of the Civil Aeronautics Board and 
the Federal Maritime Board. While the public-counsel idea used there differs from the 
sugsvecee made earlier herein, the objective in both cases is the procurement of better 
records, 

** As where members of the research staff have obtained data needed for certain studies 
through field trips. The nature and purpose of a particular study necessarily had to be 
understood by the persons approached. These trips were highly productive and showed a 
general and often marked desire of carriers, manufacturers of equipment, and others to 
cooperate in advancing the studies, 
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given problems, and assist in planning the gathering of material. Interest 
would be aroused through such direct participation and the completed studies 
would be understood better and be more effective. 

Such committees could be of either the standing or ad hoc variety. Mem- 
bers would be selected by representatives of the interest involved in a particular 
study or type of study and would be chosen, presumably, for their broad grasp 
ef transportation problems or their special knowledge of given subjects. It is 
not proposed, of course, that all research projects be open to consideration by 
such committees. The matter would be in the discretion of the Commission. 
Some of the work of the research staff is solely for the Commission’s informa- 
tion and should be conducted without publicity ; other projects, such as some of 
a wholly statistical nature, could be handled without outside advice. Obviously, 
the contents and conclusions of the studies would be the responsibility solely of 
the research staff. 

The end result of the program here suggested could be only a great increase 
in the value of the research work and a better discharge of the Commission’s 
responsibilities. There are precedents.” 

Improvements in personnel practices.—As indicated earlier, the Commission’s 
personnel practices should be amended so as to give research workers more op- 
portunity to advance on their merits and without discouraging delay and to pro- 
vide for temporary appointments to the research staff. 

Physical appearance and distribution of studies.—The physical appearance of 
some of the research reports has been an affront to readers, and delays in 
reproduction in some instances have been discouraging. Studies published in a 
form which fails to meet any reasonable standard of good reproduction have 
hurt the research work. This mechanical difficulty apparently is being cor- 
rected. More of the studies should be printed, however, rather than mimeo- 
graphed. Printed reports are more easily read, command greater respect and 
authority, and also take up less file space. The possibility of somewhat greater 
delay incident to printing is the lesser of two evils. As copies of the studies 
have been given to the public without charge, the expense of printing has not 
been considered justified except in a few instances. A small charge would 
cover printing and handling costs. The possibility of setting up a revolving 
fund to pay for printing should be considered. An alternative would be the 
sale of the studies by the Government Printing Office, as is being done in the 
case of the Commission’s printed decisions and certain of its statistical releases 
and of research studies of some other agencies. 

There is a regulation of the Post Office Department which was intended to 
check the widespread distribution of certain types of Government handouts. 
This regulation has been construed by the Commission in such a way that 
copies of research studies may be given out only on individual request. Thus, 
copies may not be sent to persons known to have an interest in a particular sub- 
ject unless that person happens to know of the study and asks for a copy, or to 
professional journals for review. There are brief, uncritical summaries of all 
or some of the studies in transportation journals, notably Traffic World, and 
they are noted in certain bibliographical releases, but there are many persons 
who would make good use of the studies but who do not know of their existence. 
Steps should be taken to obtain a further interpretation of the regulation to 
ascertain whether the Commission cannot be relieved of a restriction which works 
against the public interest.” 


A FEW SUGGESTIONS AS TO NEEDED BASIC RESEARCH 


A few of the many areas in which basic research would yield valuable results 
are described briefly below. 

(a) The Commission’s handling of questions as to the relationship between 
the rates of diverse forms of transportation has called forth considerable criti- 
cism particularly in recent years. Some are of the view that there has been a 
temporizing with the competitive situation. There has been a strong drive, 


% The Bureau of Transport Economics and Statistics for many years has submitted topics 
for consideration at meetings of the statistics committee, accounting division, Associatiou 
of American Railroads. The industry’s views are made known before the Bureau submits 
a preposal to the Commission. Industry committees cooperate with the Bureau of Ac- 
counts, Cost Findings, and Valuation. There are other examples . 

The U. S. Department of Agriculture has a Transportation Research Advisory Commission. 
It plays a large part in the programing of the Department’s transportation research. See 
Traffic World, March 30, 1957, pp. 167-168. Many other examples can be found, of course, 
in the experience of Government departments. 

*® This suggestion assumes continued free distribution of studies. With less restriction, 
however, copies could be sent to professional journals. 
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equally strongly opposed, to obtain legislation which would lessen the Com- 
mission’s powers in this area.“ A thorough, objective study of this problem 
clearly needs first priority. Some of the groundwork has been laid in two re- 
cent research studies.“ They consisted principally, however, of expositions of 
decisions and contained little overall appraisal of economic policies. The Com- 
mission's effort to maintain value-of-service factors in the rate structure, an 
important phase of the basic problem, defintely needs comprehensive study. 

(b) Another area which calls for searching analysis is the increasing con- 
centration of regulated motor transportation into the hands of a relatively 
limited number of large carriers. Has the Commission unwittingly or other- 
wise encouraged this carrier bigness in motor transportation and is bigness 
vood for the industry and the country? The trend may be sound, but the prob- 
lem calls for more than case-by-case handling. The effects of increasing size 
on the segment of the industry which consists of small carriers needs clearer 
understanding than exists today. 

(c) Does the Commission in granting additional operating rights have suf- 
ficient data about existing operations and especially about prospective needs for 
more motor services?“ Does the act need amendment in this respect? 

(d@) The Commission is much concerned about the broadening of the ap- 
plication of the “agricultural commodities exemption” provided in section 203 
(b) (6). It never, however, has made a comprehensive study to determine the 
injury to the public which results from the exemption. Had it done so, it 
would be in a better position to advocate before Congress the legislation it 
proposes on this subject.” 

(e) The Commission has interpreted the pertinent provisions of the act in 
such a way that railroads feel they have been unduly limited in their participa- 
tion in motor transportation, but there nevertheless are many motor services 
being rendered by railroads or under their auspices. A study of what has been 
accomplished in these operations in the way of improvement of service and re- 
ductions in costs would throw needed light on the question whether, by amend- 
ment or otherwise, the railroads should be allowed to enter more freely upon 
such operations. The question of effecting greater use of joint rail-motor rates 
is of related interest. 

(f) About 5 million small shipments (1. ¢. L, 1. t. L, express, parcel post, 
etc.) move each working day.“ The cost of handling this traffic has mounted 
greatly. Some of the carriers or agencies are losing money on this business 
and apparently ought to discontinue handling it. Shippers, especially small 
shippers, complain about high rates and often about poor service. The possi- 
bility of getting at this problem through a complete realinement of services 
has been suggested a number of times.” The Commission is best equipped 
to look into these questions. It has noted their importance “ but has made ne 
basic study of the subject. 

(g) Some are of the view that basic concepts and methods used in the Com- 
mission’s cost work need reappraisal. Research could contribute to discovering 
what changes, if any, should be made. 

(h) The Commission is responsible for most of the statistics relating to 
for-hire transportation in this country, but it does not do anything approaching 
a complete job of analyzing what its current and accumulated:statistics signify 
and of giving the public the benefit of its interpretations.“ While various re- 





See hearings on H. R. 6141, etc., 84th Cong., 2d sess. 

41 Rail-Water Rate Adjustments (statement No. 5427) and Interagency Rate Adjust- 
ments—Rail and Motor (statement No, 567). 

‘2 The Commission is in the process of building up a file of information about the rights 
of motor carriers, 70th Annual Report, p. 71. This file, if kept completely current, will 
answer many questions, but it will not show what service actually is being rendered. 
There frequently is a great gap between what a carrier is authorized to do and what it 
actually does. 

‘8 Similar remarks may not be so appropriate as to the Commission’s “s »proval of pro- 
posals to remove the bulk-commodity exemption in the water field (see, 3 (b)). The 
Commission instituted an investigation of this exemption in Ex Parte No. 165, supra. 
The proposed report and recommendations did not result in any positive steps and the 
proceeding was discontinued. 

“An estimate of 1.5 billion small shipments in 1951 is given in Statistics of Small 
Shipments (statement No, 5325), 

® The latest nibbling at this problem is found in **Pennsy’ Says Government Should 
Operate Express Business as Part of Parcel Post,’ Traffic World, March 30, 1957, p. 151. 

Se, tor exomple, 69th annual report. pp. 3-6 

* The Commission also collects statistics which it does not compile and release. There 
are data in reports of larger carriers which could be compiled but are not. The nearly 
15.000 annua reports revuired to be led by smalier moter corricers hove se reely been 
touched, largely because of lack of funds, These reports, however, have been put to good 
but limited use on a sampling basis in estimating ton- and passenger-miles and revenues. 
Also, they are used extensively by insurance companies, financial houses, and others. 
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search studies based on compiled and other statistics necessarily bring out 
certain conditions and trends in transportation and some special studies of trends 
have been made,® there is need for a continuing program which would lead 
to special interpretive releases when significant developments or changes appear 
in the statistics. Such releases, which need not be lengthy in all cases, could 
throw light on matters of basic importance to many interests. 

(i) The Commission has the responsibility under section 15a (2) of finding 
that railroads are honestly, economically, and efficiently managed before it may 
grant a requested increase in rate levels.“ It uses, however, only the most 
general types of evidence on this subject and sometimes scarcely more than 
self-serving declarations by the applicant railroads. The operating statistics 
it has been receiving for years and other data need continuing and searching 
analysis in order that weak spots in operation may be detected or at least sus- 
pected. While the Commission cannot order a carrier to change its operating 
practices (except where certain aspects of safety are involved), it can call 
the attention of managements to areas in which performance is below standards, 
all relevant factors considered. Such admonitions would not go unheeded and 
thus would tend in some measure to reduce the calls on the public to pay higher 
freight and passenger charges. 

Again, and as the Commission has pointed out in recent annual reports,” the 
presence of excessive plant is a condition that requires correction by railroad 
managements. The Commission has no authority to order carriers to make joint 
use of facilities (with certain exceptions), to merge their properties, or other- 
wise to interfere with management matters of this kind, but it can show by 
examples and basic studies what managements can do and inquire into whether 
carriers are entitled to a level of rates required in some part to support such 
surplus facilities. 

The Commission is in a favorable position to analyze and determine the merits, 
from an economic and safety standpoint, of different types of equipment or fa- 
cilities. Manufacturers and carriers have shown that they are willing to pro- 
vide data to its research staff that outside research agencies cannot obtain. 
They know that all possible protection will be given against disclosure of the 
affairs of individual companies and that the analyses of the data so furnished 
will be completely objective and technically sound. The one study of this kind 
received wide acceptance and was influential.“ More such studies are needed 
from the economy and efficiency and safety points of view. Some can be justified 
by safety considerations alone. 

It is recognized that, even if the Commission’s research work is given a place 
in the sun as recommended herein, it cannot deal with certain problems of 
transport economics which urgently require investigation but which fall outside 
the functions of the Commission.” At present, these problems are either neg- 
lected or investigations are made by other agencies acting within the scope of 
their own limited statutory authorities. There is not and, under existing 
auspicies, apparently cannot be any broad analysis of such problems. On two 
occasions special bodies have been created by Congress to conduct broad trans- 
portation research. The first, the Office of Federal Coordinator of Transporta- 
tion, was not intended to be primarily a research agency but such it came to be. 
Its work on legislation, operating practices and facilities, public aids, labor, and 
many other subjects made a lasting impression. The other, the Board of In- 
vestigation and Research (Transportation), was on the whole less successful, 
though it produced some very useful studies. There still is an important gap in 
the facilities for the handling of research on basic transportation problems.™ 
Use of special agencies for dealing with such problems could well be given 
serious consideration.™ 





“8 Recent special trend studies are Survey of Class I Motor Carriers of Property, 1939-54 
(ota memont No. 5614) and Rail-Highway Grade-Crossing Accidents, 1935-54 (statement 
NO. OF ° 

© Similar provisions in other parts of the act are given in footnote 10. 

Cf. 70th annual report. pp. 15-16. 

5. Study of Railroad Motive Power, supra. 

52 See (p. 821) above. 

58 Ad hoc interdepartmental committees are of some avail in this connection. Congress 
needs the most thorough and objective appraisals of proposals to spend public money in 
aid of any form of transportation, but there appears to be no likelihood that an impartial, 
continuing factfinding group will be set up aoe the lines suggested in Federal Coordinator 
of Transportation, Public Aids to Transportation, vol. I, pp. 93—94. 

™% Commissioner Howard G. Freas, reasoning on the premise that competition is carried 
beyond economic limits, recently has suggested a disinterested study of the respective areas 
(within necessary limits of factfinding) in which given forms of transportation have an 
advantage over other forms, of the effects of shifts of traffic according to the aptitudes so 





ps 
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While much that is critical has been said in this article, it should not be over- 
looked that the Commission has an exceedingly difficult task to perform, that its 
members and key staff officers are busy men, that appropriations, though they 
have shown a gratifying increase, never have been entirely adequate, and that 
some of the existing difficulties in the research area are of a fortuitous nature. 
The Commission is meeting the many calls made on it with ability and has shown 
much leadership. The recommendations here offered relate in part to shifts in 
the means used or changes in the ways of performing certain of the Commission’s 
work. It is also recommended that certain areas of study be occupied or occu- 
pied more fully. The writer stated at the outset that he would endeavor to avoid 
overemphasis on research or, more specifically, on the use of economists and other 
research personnel. He does not feel that the case has been overstated and 
hopes that the discussion offered will stimulate thinking and action. 


Dr. Apams. Our report, Mr. Chairman, we submit, should be re- 
garded as but a beginning effort to provide some information on which 
such “clearer understanding” can be based. 

The Cuairman. Now following that is a summary of findings of 
fact. You have those coming in at the present time, in connection 
with your statement, and as such, they may raise some questions; is 
that right? 

Dr. Apams. Yes. May we submit these findings of fact for the 
record, to follow our statement ? 

The Carman. Without objection, they will be printed at this 
point in the record. 

(The findings of fact referred to are as follows:) 


SUMMARY: FINDINGS OF Fact * 


In the trucking industry the rate and type of merger activity is traceable to 
explicit regulatory policy. The Interstate Commerce Commission has broad 
powers not only to control rates and restrict entry, but to regulate mergers, 
acquisitions, consolidations, pooling, and leases. Thus the Commission exer- 
cises a profound influence on the structure, practices, and economic performance 
of the industry. 

This study examines only one aspect of the Commission’s regulatory policy— 
its decisions with respect to motor-carrier combinations. It analyzes the struc- 
tural changes in the trucking industry between 1950 and 1956, and attempts to 
discover the rationale behind those changes. Part I traces the extent and type 
of merger activity, and its impact on concentration. Part II presents a con- 
tent analysis of Commission opinions in different kinds of merger proceedings. 
Part III is a case study of the household movers. 

The general conclusions reached in this study, and briefly indicated in the 
foregoing introductory remarks, derive ultimately from findings of fact devel- 
oped in the course of the research. Some of the more important of these find- 
ings are outlined below. 


TRUCKING MERGERS AND CONCENTRATION 


(1) Between January 1, 1950, and June 27, 1956, a total of 1,461 motor- 
carrier (freight) applications were filed under section 5 of the Interstate Com- 
merce Act; 37.71 percent of these applications were submitted by “giant” car- 
riers—carriers which numerically constitute less than 2 percent of the trucking 
industry.” 





disclosed, and the benefits in the way of savings which wonld result from use of the 
most economical means of transportation. The study, he stated, could be financed by all 
modes of transportation or by a foundation and should be conducted by persons of the 
highest objectivity. See Traffic World, November 17, 1956, pp. 27-28. 
‘ Por the findings of fact as the y appear in the final version of the Adams-Hendry report, 

see infra, pp. 223-229. 

2In this report, “giants” are all carriers with annual revenues of $2,500,000 or more. 
This figure was selected because the Commission regards carriers in this category as 
“large” and presents detailed statistical information on each. While carriers with more 
than $2,500,000 revenues obviously do not compare with General Motors, Metropolitan 
Life, or A. T. & T. in terms of absolute size, they may be classified as ‘‘giants’ in the 
trucking industry because of their relative size vis-a-vis other carriers. 
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(2) While the Commission approved the overwhelming majority of all appli- 
cations, the “giants” fared better than other carriers. The approval rate on 
“giant” applications for the period studied was 81.14 percent, whereas that for 
other carriers was 75.97 percent. (These figures understate the merger activity 
of the “giants.”) 

(3) The acquisitions by “giant” carriers were substantially larger than those 
of other carriers. One random sample shows that the “giants” paid an average 
price of $61,004.65 for operating rights, and $869,031.50 for operating rights 
with property. By contrast, other carriers bought operating rights, and oper- 
ating rights with property at an average price of $12,347.37 and $81,797.50, 
respectively. 

(4) Fifty-eight of the applications submitted during this period proposed 
mammoth combinations; i. e., the establishment of common control Over two or 
more “giant” carriers. At last count, the Commission had denied only 1 of 
these applications and approved (or granted temporary operating authority in) 
43. It would appear—and this is an overly conservative estimate—that the 
combined size of these 48 mergers is greater than the combined size of 500 
small carrier mergers authorized by the Commission during this period. 

(5) The effect of mergers on concentration was significant. Thus, 37 “con- 
trol groups” among the 100 largest common carriers of general freight increased 
their share of class I revenues from 17.72 percent in 1950 to 24.56 percent in 1955. 
They improved their relative market position, despite the addition of 242 new- 
comers to the list of class I common carriers of general freight. 

(6) Measurement of the relative increase in market control among class I 
earriers of general freight indicates that, between 1950 and 1955, the 4 largest 
increased their share by 20.03 percent; the 10 largest by 14.55 percent; the 15 
largest by 22.55 percent. 

(7) The very largest carriers of general freight are rapidly building up their 
degree of market control, while the smaller carriers are losing their relative 
position. Thus, the average market control per carrier among the 4 largest in- 
creased, between 1950 and 1955, by 19.86 percent, while the average of “all 
others” declined by 26.92 percent; the average control of the 10 largest increased 
by 14.41 percent, while that of all others declined 27.40 vercent, and so forth. 

(8) A similar pattern of concentration is evident among the automobile 
haulers. Here the 11th, 12th, and 27th largest carriers are under common con- 
trol: the 13th, 20th, and 24th largest are under common control; and the Sth and 
26th largest are under common control. In addition, several of the largest com- 
mon carriers of automobiles are under joint control with large contract carriers 
in the same category. 

(9) Among the carriers of liquid petroleum products the trend has been 
toward conglomerate integration. Thus, between 1950 and 1955, the Ruan 
interests bought out the “giant” Keeshin system; the Cantlay and Tanzola group 
acquired the “giant” Gillette Motor Transport: and Rogers Cartage gained con- 
trol of Texas-Arizona Motor Freight, Bulk Transport, and Quality Milk Service. 
Whereas the average 1950-55 growth rate for all class I common earriers (in- 
tercity) was 21.98 percent. Ruan's growth rate for the same »eriod was roughiy 
350 percent, Cantlay and Tanzola’s 93 percent, and Rogers’ 95 pereent., 

(10) While petroleum carriers invaded the general freight field, “giant” car- 
riers of generat freight bought out substantial petroleum haulers. PIE, for ex- 
ample, bought out the “giant” System Tank Lines and Collett Tank Lines. Con- 
solidated Freightways acquired Howard R. Williams, and Denver-Chicago 
Trucking Co. gained control of the “giant” R. B. “Dick’’ Wilson. 

(11) A°gregate concentration ratios for the entire trucking industry (class I, 
1l, and III carriers) indicate that the 100 largest carriers (only 0.55 percent of 
all carriers) accounted for 25.49 percent of the industry’s total revenues in 
1954. 

(12) Aggregate concentration increased substantially between 1951 and 1954. 
Thus, 5.63 percent of all carriers (class I, II, and IIL) earned 29.06 percent of 
the industry's total revenues in 1951, whereas, by 1954, only 4.7 percent of all 
carriers earned more than twice that percentage share (62.3 percent). 

(13) While the total number of all class I, IT, and III earriers declined 
steadily between 1939 and 1954. the largest carriers increased their relative 
share of the industry’s total revenues. 








TRUCKING MERGERS AND CONCENTRATION 27 


THE ICC AND TRUCKING MERGERS 


(14) The case study on the “giant” Pacific Intermountain Express shows how 
the Commission’s merger policy sanctioned PIE’s growth from a carrier, with 
$16,338,779 operating revenues in 1950 to a carrier with operating revenues of 
$56,394,641 in 1955. A content analysis of the Commission’s merger decisions 
with respect to PIP reveals a disjointed pattern. In some cases, the vendors 
were in financial difficulty while in others they were highly profitable carriers 
which could have survived easily as separate corporate entities. In some cases, 
the merger involved connecting rights while in others it covered duplicating 
rights, and hence resulted in the elimination of some competition. In some 
cases, the mergers resulted in vertical integration. In others, they resulted in 
conglomerate integration. (The acquisition of “giant” petroleum carriers, for 
example, made PIP the fifth largest petroleum hauler in the Nation.) In one 
ease, the Commission approved an acquisition because the resulting routes 
would be too circuitous to affect the competitive balance in the area. Yet, in 
subsequent proceedings, it allowed PIE to purchase rights which reduced, if not 
eliminated, this circuity. In some cases, the Commission approved mergers on 
the zround that competitors would not be adversely affected, while in others it 
simply declared that more intense competition is a good thing. On the one 
hand, the Commission approved mergers because they would enable PIE to 
improve its service, while, on the other hand, it assured protestants that their 
competitive position vis-a-vis PIE would remain undiminished. Thus, while 
the reasons given differed from decision to decision, the net result added up to 
approval of an ambitious merger program of one of the Nation’s largest trucking 
companies. 

(15) The case study of Law & Ingham illustrates the Commission’s decisions 
when dealing with small carriers. The record in this case showed that the pro- 
posed merger would involve little more than an enlarged pickup and delivery 
territory for vendee, that the unification of rights would eliminate short-haul 
interchanges and thus improve service to the public, and that vendee would be 
able to increase its operating revenues by a modest $23,603. The record showed 
that protestants had suffered no demonstrable harm as a result of vendee’s tem- 
porary control over vendor, and that protestants’ average operating revenues 
were $1,528,378 in contrast to vendee’s $289,407. The hearing examiner approved 
the transaction, but the Commission feared that the merger would affect the 
economic stability of the protestants so seriously as to undermine sound economic 
conditions in the entire New England trucking industry. The Commission 
assumed an additional $23,603 in revenues going to Law & Ingham would dis- 
rupt the competitive balance in the region and deprive the public of adequate 
transportation service. The Commission, therefore, denied the application— 
despite its earlier approval of a larger acquisition in the same area by the “giant” 
St. Johnsbury Trucking Co. 

(16) On the issue of “unlawful operations,’ Commission policies varied. 
It condemned small carriers like Cortland Fast Freight and Korten for merging 
without prior Commission approval and for failure to terminate their unlawful 
relationship when a control investigation was instituted. It denied the applica- 
tion because the transaction had not been shown to be in the public interest— 
despite evidence that applicants were providing a less-than-truckload service for 
small shippers unmatched by the “giant” protestants. On the other hand, the 
Commission reprimanded but did not condemn the “giant”? vanlines for the 
identical offense. The Commission approved the North American application, 
although North American had engaged in unlawful control and pooling without 
prior Commission approval and although North American had failed to terminate 
its unlawful conduct when a control investigation was instituted. The Com- 
mission approved the United application, although United had been in continuing 
violation from 1947 to 1955 and despite the fact that United had willfully ignored 
at least one prior Commission finding of unlawful conduct. It approved the 
Allied application, although Allied had been in violation for at least 3 years. 
It approved ail three applications, not because they were shown to be consistent 
with the public interest but because they were not shown to be contrary to the 
public interest. 
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(17) On the issue of “dormancy” the Commission, according to a content 
analysis of 2 volumes of Federal Carrier Cases, approved all 6 of the “giant” 
applications, but only 2 out of 8 applications submitted by smaller carriers. 
Again the Commission shifted in adjudicating such questions as: (a) the extent 
to which vendor has rendered regular and continuous service under his rights; 
(b) the extent to which vendor’s operations have been infrequent and sporadic; 
(c) whether vendor held himself out for traffic to an extent commensurate with 
his resources and facilities; (d) whether a lapse in service of 6 months, 10% 
months, or a year render operating rights dormant; and (e) whether existing 
earriers should be protected against the revitalization of “dormant” rights. 

(18) The purchase of the “giant” Pacific Freight Lines by the “giant” Pacific 
Motor Trucking Co., a wholly owned subsidiary of the Southern Pacific Railroad, 
may foreshadow an important reversal of Commission policy with respect to 
railroad entry into the trucking industry. If this decision is truly indicative 
of a trend, it may indicate that the independent motor-carrier industry envisioned 
by the national transportation policy and the Interstate Commerce Act will be 
supplanted, through Commission fiat. by an integrated transportation service 
under the control and domination of the railroads. Coupled with the Rock 
Island decision, it may be an index of the breakdown of genuine intermode 
competition. 

HOUSEHOLD MOVERS 


(19) Class I earriers of household goods increased from 62 in 1950 to 108 
in 1955. 

(20) Household movers grossing more than $1 million annually increased 
from 16 in 1950 to 30 in 1955. 

(21) The 25 largest household movers accounted for 86.50 percent of total 
operating revenues in 1950, but their share dropped to 80.87 percent in 1955; 
over the same period the share accounted for by the 4 largest household movers 
increased from 48.64 percent to 49.06 percent. 

(22) On a regional basis the 2 largest carriers of household goods account for 
more than 50 percent of total earnings in 6 (out of 9) regions in 1955. 

(23) Average operating revenues for class I motor carriers of household 
goods increased by 33.04 percent over the period 1950-55; average revenues of 
the 4 largest household-goods carriers increased 133.75 percent during the same 
period. 

(24) Taking into consideration the additional carriers in class I in 1955, the 
concentration ratios, and the average revenues, it appears that the largest 
carriers are growing much more rapidly than the smaller carriers, and that 
the new entrants to class I status have not made significant incursions on the 
relative shares held by the largest firms. 

(25) The rank order of the 25 largest firms remained relatively stable during 
1950-55. Among the 10 largest firms, only 1 newcomer appeared during the 
period, and this represented a move from 15th piace in 1950 to 10th place in 1955. 

(26) Among the 25 largest firms in 1955, only 2 represent genuine additions 
to the list since 1950. All other apparent newcomers are successors, or are 
otherwise related, to firms on the list in 1950. 

(27) Commission statistics understate the competitive importance of the 
major vanlines because agents report a portion of their total revenues inde- 
pendently. This reflects the fact that agents may conduct certain kinds of 
operations for their own account, although such business may result from 
solicitation and advertising which emphasizes a major vanline relationship. 

(28) Agent-principal relationships exist even between firms which are listed 
among the 25 largest household movers. For example, Bekins Van & Storage Co. 
(ranked fifth in 1955) and Greyvan Lines, Inc. (ranked ninth in 1955), are 
agents of Bekins Van Lines Co. (ranked eighth in 1955). Greyvan, in turn, 
had 106 branch offices and 142 agents of its own by recent count. 

(29) During the period 1950-55, the Commission received 72 applications to 
merge, pool, or lease operating rights, and 14 of these were still pending late in 
1956. Large carriers accounted for a major share of these applications. 
Although the sample is small, these same carriers showed some tendency to 
increase the number of applications annually during the latter part of the period 
covered. 

(30) Commission reception of merger applications on the whole was favor- 
able—it approved 40 out of 58 in which decisions were made, or an approval 
rate of approximately 69 percent. 

(31) Merger applications of the “giant’’ carriers fared much better than did 
those of the smaller carriers. An extremely high percentage, 89.7 percent, of 
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the applications by “giants” received Commission approval. In contrast, the 
Commission approved only 48.3 percent, or less than half, of the applications of 
smaller household movers. 

(32) The right to protest the merger applications of rivals is open to all motor 
carriers, but only a small number of carriers account for a major share of the 
protests made before the Commission in such proceedings. From a large sample 
of Commission opinions during 1950-55, only 9 firms appeared as protestant 
on 3 or more occasions ; 35 firms appeared on 1 or 2 occasions only. The 9 firms 
appearing so consistently were, with 1 exception, among the 25 largest household 
movers in the country, and 6 of the 9 carriers were among the 10 largest house- 
hold movers. 

(33) The nine carriers appearing most frequently raised their protests mostly 
against smaller firms. Of the protests they made, 72.8 percent were against 
small firms, and only 27.2 percent against “giants.” This was not true of the 
other carriers who appeared in protest. The 35 carriers who intervened only 
i or 2 times directed their protests against large and smal! carriers in approXt- 
mately equal proportions. 

(34) The protests seem to have been effective against small carriers, but less 
so against “giants.” In the protested cases, the Commission approved only 
20 percent of applications by small carriers. At the same time, it approved 
60 percent of the applications by “giants.” Thus, not only were more protests 
directed against small carriers than large, but they were more successful in 
blocking approval of applications by small carriers than they were of large. 

(35) In the case of Allied Van Lines, Inec., the Commission twice rejected 
applications to obtain nationwide operating rights, and also rejected a proposal 
to pool the operations of Allied agents. Allied also accepted a consent decree 
which, in effect, banned continuation of the coordinated operations it had main- 
tained for several years preceding. Despite this, the Commission finally 
approved Allied’s operating plan, setting aside the consent decree, although 
the basic operations were not substantially different from those condemned in 
the earlier proceedings. The Commission indicated no genuine change which 
accounts for the major reversal of its earlier policies. 

(36) The Commission reversed itself on earlier decisions affecting North 
American and United Van Lines. Here, again, the Commission set aside earlier 
decisions which found that both operated illegally, in violation of the Motor 
Carrier Act. In neither case did the complete turnabout reflect new evidence 
or new conditions, and in neither case does it appear that the operations of the 
lines concerned were altered in any significant way. 

(87) In 1952, Wheaton Van Lines and Howard Van Lines sought permission 
to acquire rights to operate in the New England States. Both proposed to buy 
the rights of small carriers already there; both sought to eliminate interlining 
problems; both sought to provide better service for their national accounts: 
both sought to improve the efficiency of their operations. The Commission 
rejected Wheaton’s application and accepted Howard’s application, although 
the opinions themselves contain no hint of the reasons, if any, for distinguishing 
between the two applications. 

(38) Wheaton’s application for permission to acquire New England rights was 
finally approved in 1956. This came after three previous applications weré 
rejected. In reversing these earlier opinions, the Commission merely accepted 
the arguments Wheaton had advanced throughout, and made no reference to 
new evidence or changed market conditions. 

(59) In the face of heavy opposition from other motor carriers and the 
Connnission’s Bureau of Law, Howard Van Lines was unsuccessful in its attempt 
to acquire operating rights in the Pacific Northwest. This result obtained 
despite much evidence in the record that acquisition of such rights would elimi- 
nate circuitous routing and the necessity to interline shipments. 

(40) The Commission refused to permit Ballard & Skellett Van Lines to 
sell duplicating and unnecessary operating rights to a potential competitor. 
This was despite the fact that Ballard & Skellet would face the new competition 
themselves, in territory they still retained, and were clearly willing to assume 
such entrepreneurial risks. 

(41) The Commission refused to grant American Red Ball Transit Co. t' e 
right to buy the operating authority of a firm in the process of liquidation. The 
major reason for this decision appears to be a desire to protect the position 
of carriers already established in the area for which authority was sought. 
A similar consideration seemed to underly Commission decisions in the case 
of Continental Transfer & Storage Co. and Von Der Ahe Van Lines. Both these 
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smaller van lines attempted to improve poorly integrated operating authorities 
by the purchase of additional rights. 

The Cuamman. Now, Dr. Hendry, do you have anything to add? 

Dr. Henpry. No, Mr. Chairman. 

The Cuarrman. I am going to ask the members of the committee 
to do the questioning, but I want to open with several general ques- 
tions. 

Dr. Adams, both you and Dr. Hendry, do you believe in a regu- 
lated motortrucking industry ? 

Dr. Apams. Mr. Chairman, for the purpose of this study, we have 
taken the mandate of Congress, as expressed in the Motor Carrier Act 
of 1935, and we have examined whether the Commission has properly 
carried out that mandate. We have not tried to inject our own feelings 
into this study in any way. 

The CuarrmMan. I will put it this way: Is there embodied at any 

lace in your recommendations a proposal for deregulation of the 
industry ? 

Dr. Apams. Mr. Chairman, we have made no recommendations 
whatsoever. We have not mentioned the desirability of deregulation 
at all. All we have said—the only conclusions we have implied, it 
seems to me, are that the Commission ought to be consistent in what- 
ever it does, and that in interpreting the will of the Congress the pro- 
motion of the public interest is paramount. This, to us, means pro- 
moting competition, wherever it 1s technically and economically feas- 
ible, unless a merger application makes a clear and affirmative show- 
ing that an exception to this general rule is necessary to effect the na- 
tional transportation policy. 

We regard competition as part of the public interest, and I think the 
Commission would have to agree to that. 

The Cuarrman. Are the statistics that you have submitted to us, or 
your findings, in any way based on a philosophy of deregulation of the 
industry ¢ 

Dr. Apams. The statistics, Mr. Chairman, are based on the raw 
data submitted to us by the Interstate Commerce Commission. 

The Cuarrman. Which is the regulating agency. 

Dr. Apams. That is correct, Mr. Chairman. 

The Cuatrman. To carry out the intent of the Congress, which did 
call for regulation of the industry. 

Dr. Apams. That is correct, Mr. Chairman. It should be noted here 
that Congress, in 1935, entrusted the Commission with the regula- 
tion of competition, not with the elimination of competition, and 
sometimes when you read the decisions of the ICC you get the im- 
pression that perhaps the Commission thinks that its function is to 
eliminate competition rather than to regulate it. 

The Cuarrman. Then, am I correct in construing your statement 
to mean that you simply went to the Commission’s own records, dug 
out the statistics, the information, data that you have submitted to 
this committee, on a completely objective basis, seeking to carry out 
the instructions of this committee / 

Dr. Apams. That is correct, Mr. Chairman. We had an obligation 
to this committee and we had an obligation to ourselves. We had a 
professional reputation to uphold, and that is very dear to us. 

The CHarrMan. Senator Thye. 
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Senator Tuysr. Well, Mr. Chairman, you have asked about the 
most searching of the questions that have occurred to me, and, there- 
fore, there are not many points about which I have comments or 
questions. I was concerned, however, with the thought that there 
seemed to be the impression that merging tended to force the little fel- 
low out of existence. I gained this impression from your general state- 
ment, Doctor. As you have studied the record, have you found that 
mergers resulted in a situation such that the little fellow was unable 
to exist? Was that your finding as you studied the Commission’s rec- 
ords ? 

Dr. Apams. Well, Senator, I think you have put the case a bit 
strongly. 

Senator Tuyer. I am trying to clarify for myself just what you were 
reading into the record from your own statements. 

Dr. Apams. Well, I wouldn’t say that the little fellow doesn’t have 
a chance to exist. The little fellow does not have as good a chance 
to exist and survive and expand as the big fellow. That is a correct 
inference, I would say. 

Senator Tuyr. Well, then, would you help me to understand just 
what you meant. Has the merger been unfortunate from the stand- 
point of the little fellow, or did you find that the little fellow was 
anxious to merge and become affiliated with the others in order to form 
a larger corporation ? 

Dr. Henpry. If I may answer the question. 

Senator Tuyr. Certainly. 

Dr. Henpry, In terms of the little fellow’s experience, it varies, of 
course, from one segment of the industry to other segments of the 
industry. In some instances it seems more apparent that the smaller 
trucker has a more difficult time in having his merger applications 
approved than did his larger competitors. In the process of merger, 
it also seems quite possible that the smaller truckers will have greater 
difficulty in the future. 

For example, in the case of household movers, by combining a num- 
ber of smaller firms into a single vanline, other independents have 
had their opportunities to interline reduced by this particular con- 
solidation. 

Senator Torr. Then assuming that one of the little fellows with 
limited financial ability and capacity was endeavoring to merge and 
found the avenues pretty well closed to the opportunity of merging, 
what would happen and what is the case history? Did you find that 
these carriers just withered on the vine, so to speak, and disappeared, 
or are they still battling along the best they can, to the best of their 
ability ? 

Dr. Apams. Senator, there are 2 ways, 2 major ways, of growing 
in this industry. One is by getting an extension of your operating 
authority, either as far as routes or as far as commodities are con- 
cerned. 

Senator Ture. Then, let me stop you right at that point. Did you 
find in the record that an application to extend was considered or was 
it denied ? 

Dr. Apams. Senator, our study is a very limited study. All we 
had an opportunity to do—and this was a great deal, I might add— 
was to study the section 5 applications which dealt with mergers. We 
did not make a detailed study of extension applications and new 
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applications. I think that ought to be done and that would be a very 
vital bit of evidence to have. 

This is not a free industry. You can’t extend your operations; you 
can’t enter the industry and you can’t merge without getting Com- 
mission approval. 

Senator Ture. It is pretty well regulated. There is no question 
about that. Did you study the merger aspect of the ICC rulings? 

Dr. Apams. That is correct, Senator. 

Senator Tuy. And you did find evidence of mergers? 

Dr. Apams. Yes, sir. 

Senator Toye. But it was mostly, if I understood you correctly, the 
larger companies that succeeded in merging. Did I understand you 
correctly ? 

Dr. Apams. The approval rate for the “giant” carriers was larger 
than for the smaller carriers. But more important than that was the 
size of the mergers negotiated by the larger carriers. They were 
much bigger and their impact on concentration was greater. 

You see, not only the number of mergers has to be considered, but 
the type of merger. We found evidence of horizontal, vertical, and 
conglomerate mergers—all types of mergers—and the big companies, 
of course, negotiated the largest mergers. 

If I may call your attention to table III on page 20 of the printed 
report (see appendix, pp. 235-236) : This table lists “giant” combina- 
tions; that is, combinations between the largest carriers. Each of 
these merger applications involved at least two “giants.” 

You note that the rate of those applications goes up over time. In 
1950, only three of these applications were submitted. In 1951, 5; 
in 1952, 5; in 1953, 8; in 1954, 6; in 1955, 18; and in 1956, the first 
half of year 1956, 13. 

Now this shows that “the merger climate is good in Washington,” 
as the official of PIE was quoted as saying before this committee late 
in 1955. 

Senator Tuyr. Did you examine the records of their applications 
and requests to merge ? 

What did they give as a reason for the desired merger ? 

Dr. Apams. Well, in many cases the application states that single- 
line service is more efficient than interline service. Typically the 
Commission would be very much impressed by that kind of argument, 
especially when it is presented by a “giant.” Little Law & Ingham, 
trying to merge with another small carrier so that it could increase its 
gross operating revenues by some $23,000, tried to establish a single- 
line service, and there the Commission found that the impact of this 
single-line service would be so great on the competitors as to under- 
mine sound conditions in the New England transportation industry. 

Senator Ture. I see on the first page of your statement, Doctor, 
this quotation : 


The year 1955 has been the most active year for trucking mergers in the his- 
tory of the trucking industry. 

This is taken from a report, as I understand it—it is a quotation 
from the “giant” Pacific Intermountain Express Co.; is it not? 

Dr. Apams. That is correct, Senator. 

Senator Toyz. And it continues: 


The merger climate is favorable down in Washington, much more favorable 
than * * * 5 years ago. 
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Continuing the quotation : 


The resistance is less. Most of the expanding trucklines have decided that 
it is an unnecessary waste of time and money to oppose a competitor’s merger 
application if the competitor will also get the idea. And many of the railroads 
have come to the conclusion that it would be better to have a few strong, law- 
abiding trucklines to compete with, than to cope with the ICC’s financial in- 
ability to keep 2,000 little ones in line. 

That is the end of the quotation. As I read that and reread it after 
you read your statement, it did, in fact, cause considerable concern 
on my part, and I tried to think it through. Do I understand this to 
mean that the railroad companies would have less nuisance in its 
competitive field if they were dealing specifically with a few large 
trucklines than if they were dealing with a great number of smaller 
ones? Is the inference that the smaller ones might grab a load or a 
part of a load now and then at almost any cutr ate price just to try to 
earn a little bread-and-butter money? Is that what is meant by this 
specific statement ? 

Dr. Apams. That is correct, Senator; and you will find that the 
Commission consistently has tried to narrow the agricultural exemp- 
tion in the Motor Carrier Act. Here you have a competitive segment 
in the industry. Congress has spoken on this subject. They want the 
agricultural haulers to be exempt. 

“Now the Commission fears this competition, the regulated carriers 
fear it, and their attempt to narrow the agricultural exemption is 
one bit of evidence that this segment of industry is one that is growing 
in importance. 

The impression that I get is that the unregulated people hauling 
agricultural commodities perform better service at lower rates. 
Otherwise they would not get the business of some very price-con- 
scious consumers—the agr icultural shippers. You find that the 
exempt carriers and private carriers are growing steadily at the 

ense of the regulated segment of the industry. 

“Now, this answers your question in an oblique way. 

Senator Tuyr. Yes. Now you said, “are growing steadily.” 

Dr. Apvams. I have figures on that, Senator. These figures come 
from the ICC publication, Transport Economics, which shows that, 
between 1949 and 1955, the percentage share of unregulated motor 
transportation of freight increased from 62.2 to 66.8 percent. 

Senator Tuyr. That is the unregulated ? 

Dr. Apams. The unregulated; yes. 

Senator Torr. That is just anyone who has acquired trucks and is 
doing hauling. When you say unregulated, he has no designated 
route. Is that what I am to understand? 

Dr. Apams. He does not have a certificate of convenience and neces- 
sity from the ICC. 

Senator Tuyr. And he can operate without a designated route # 

Dr. Apams. That is right. He is not subject to economic regulation 
by the ICC. The ICC cannot regulate entry, extension, commodities, 
or anything like that. They can’t dictate rates to him. 

Senator THyve. Now, then, would he be operating within a given 
State or would he be crossing lines ¢ 

Dr. Apams. Interstate. 

The title of this table here is “Federally Regulated and Other 
Carriers, Intercity, Ton-Miles by Agency of Transport.” 
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Senator Tuyr. What happens to him if he is operating without a 
certificate and they finally catch up with him? 

Dr. Apams. Well, Senator, this is perfectly legal if he hauls agri- 
cultural commodities. You see, Congress has determined that in 
shipping agricultural commodities the ICC has no right to impose 
economic regulations. I am not talking about safety regulations or 
financial responsibilities. 

Senator Tirye. As long as he is in the field of hauling agricultural 
commodities ? 

Dr, Apams. That is correct. 

Senator Torr. However, States impose certain regulations on that. 

Dr. Apams. Oh, yes. 

Senator Toye. And, therefore, the States oftentimes have a very 
strict regulation and a close inspection, because they, of course, get it 
the moment he applies for a license. They can check against the 
license of that vehicle as to what he is using the vehicle for, and he 
immediately finds himself involved if he uses the vehicle in any com- 
modity or produce transportation. 

Dr. Apams. That is right. 

Senator Ture. But the only other question I would have in mind 
is: Did you find more of those that are nonregulated and in the 
produce commodity trucking business? Is that your finding as you 
studied this? 

Dr. Avams. Senator, we did not investigate the exempt segment 
of the industry because they do not have to submit eoaaias to 
the Commission for merger. They can merge without approval by 
the Commission. 

Senator Tuye. Thank you. 

That is all, Mr. Chairman. There are other questions that need to 
be asked, but I don’t want to take any more time. 

The Cuarrman. Senator Morse. 

Senator Morss. I want to raise this question, Mr. Chairman. Per- 
haps the chairman can be of help to me. It seems to me the issue 
before the committee today is whether or not a report should or should 
not be printed as prepared by Dr. Adams and Dr. Hendry. I don’t 
think that their qualifications and objectivity have been successfully 
attacked. 

For the record, I would like to include a wire that I received May 
23 from Mr. Robert R. Knipe, Oregon Trucking Association, and I 
ask to have the telegram printed at this point in the record. 

The CuatrmMan. Without objection, it will be done. 

(The telegram is as follows:) 


PORTLAND, OrkEG., May 23, 1957. 
Senator WAYNE L. Morse, 
Senate Office Building, 
Washington, D. C.: 


Understand the proposed report prepared for your Select Committee on Small 
Businesses may or may not be printed. Observations from the correspondence 
between Senators Schoeppel and Sparkman indicate to us that the report is ill 
conceived and harmful to our best interests. Sincerely hope such a report is not 
printed as a public document until careful consideration is given to the trans- 
portation section. Letter follows. 

Rosert R. KnIPe, 
Oregon Trucking Association. 
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Senator Morse. Secondly, I would like to have the attention of the 
chairman on this matter. Under date of May 23, 1957, I received a 
letter from Mr. Knipe, of the Omgon Trucking Association. I shall 
use it as a basis for my question. It reads: 

This letter follows my wire of this date asking that you give careful considera- 
tion to printing as a public document the proposed report prepared for the 
Senate Select Committee on Small Business. 

Unfortunately for the trucking industry, both here in Oregon, the West, 
and throughout the United States, we have not been able to refute or protest 
that portion of the proposed report which deals with truck transportation; yet, 
from our knowledge of correspondence among members of the committee, we 
are concerned with ill-conceived and unsubstantiated statements that would 
be a barrier to progress in the trucking industry through mergers and, in fact, 
feel that the report could very well be an attack upon the trucking industry. 

Obviously, a report such as this would have a decided effect upon the applica- 
tions now pending before the Interstate Commerce Commission and could very 
well interfere with the normal growth and progress of the trucking industry. We 
would deeply appreciate hearing from you on this matter, both as to your views 
of the proposed report and whether or not members of the American Trucking 
Associations’ legal staff will be consulted prior to its printing. 

Signed “Robert R. Knipe.” 

Now, Mr. Chairman, I want you to check me; Senator Thye, also, 
and Senator Javits. My ee is that this committee de- 
cided that a study on mergers and trucking industry should be con- 
ducted. We were fortunate to obtain the professional services of 
Dr. Adams and Dr. Hendry to conduct that study. Is that not a fact? 

The Cuamman. That is correct. 

Senator Morse. It is my understanding that Dr. Adams and Dr. 
Hendry have conducted the study and, as Dr. Adams has testified this 
morning, it involves only a very small segment of the entire problem. 
The study is limited, as Dr. Adams said in response to a question put 
by Senator Thye, just to the merger phase of the problem. Is that not 
correct ? 

The CuatrmaNn. I understand that this study was limited to section 
5 mergers. 

Senator Morse. It is my understanding, further, according to corre- 
spondence between you and our distinguished colleague, Senator 
Schoeppel, that it has been your plan, when the study is reported, to 
include in it the exchange of correspondence between you and Senator 
Schoeppel. 

The Cuarrman. That was our hope, our plan, when we were work- 
ing on it, the idea of publishing the report as a staff report. 

Let me say that the objection really arose to the publication of the 
report as a staff report. We had more than the required number of 
members of the committee to vote in favor of going ahead and printing 
it, but as long as there was real objection I thought the right and fair 
thing to do was to have a hearing where both sides could state their 
views. 

_Let me say that some Senators are opposed to staff reports of any 
kind at any time. Personally, I feel they are essential for a com- 
mittee to do its work adequately, and I should hate very much to see 
this committee adopt an attitude of not utilizing studies of this kind. 
However, in the present case, we decided it would be well, since all 
parties were available, to have a hearing. Senator Schoeppel ex- 
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plained to me his inability to be here today and tomorrow, and ar- 
rangements have been made for Dr. Adams to come back on a subse- 
quent day after the 4th of July, at which time Senator Schoeppel 
will have the privilege of cross-examining him. 

It will not be possible for Dr. Hendry ‘to come then, because he has 
a schedule that will make that impossible, but Dr. Adams does make 
himself available for that purpose. 

Senator Morse. I am just trying, first, Mr. Chairman, to deter mine 
the scope of this morning’s hearing. Am I participating in a hearing 
in which I will have the views of Dr. Adams and Dr. Hendry and 
representatives of the Interstate Commerce Commission, not for the 
purpose of reaching any judgment of my own as to whether or not 
I agree with all of the findings of fact in the Adams-Hendry report, 
but only for the purpose of satisfy: ing myself that these two students 
of this industry have conducted a ‘good objective study and have 
brought forth findings of fact with ‘which some people disagree in 
whole or in part? I think it puts squarely up to this committee the 
question of whether or not we are going to give the taxpayer the 
benefit of the findings of the study conducted by this committee in 
which we are spending the taxpayers’ money, so that not only the 
committee and the rest of the Congress, but the public can have the 
material for future reference on which to base their valued judgment. 

I don’t know whether, if I took the time to study all these findings of 
fact as a legislator, I might come to the same conclusions or not, but 
I don’t expect that. When I am a member of a committee and the 
committee orders a study to be made, the purpose of the study is to 
give the material so I can come to some conclusion about it. If I am 
correct, it is your contemplation that the Sparkman-Schoeppel corre- 
spondence may be published either in preface or appendix. Haven’t 
we really, on the basis of past practice of this committee, had ample 
precedent for peeing Small Business Committee studies ’ 

The Cuarrman. As I said a few minutes ago, I am certainly not 
for the elimination of staff studies. There were some cireumst: unces 
in this case that I thought made it advisable to hold a 2-day hearing, 
really, a 3-day hearing now, to permit Senator Schoeppel to cross- 
examine Dr. Adams, after which time I hope we may put out a 
committee report, based upon not only the testimony here but on the 
facts that have been brought together after having given both sides 
an opportunity to show whether there is anything wrong with the 
facts or the statements contained in this report. 

Senator Ture. If the chairman will yield, Senator Schoeppel spoke 
to me last week on the Senate floor. I told him that I was confident 
that you as chairman would either defer for his convenience or would 
hold another day’s schedule for his convenience. I was aware that 
Senator Schoeppel spoke to you and that you had agreed to another 
day’s hearing at a later time in July to meet his convenience. 

I think a report is desirable. Of course, I don’t think that this com- 
mittee can justify its existence and the staff’s existence unless we make 
public some of the studies that this committee engages in, because the 
committee staff and the work that we are engaged in as the Select 
Committee on Small Business are valuable only as we make known 
our work to the general public. For that reason I am here this morn- 
ing to get Dr. Adams’ statement and to have the opportunity of 
listening to the discussion. I hope, if time will permit, we can hear 
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the Commission’s statement, and then draw from that whatever deci- 
sion we want to make in the future on this question. 

The CHairman. So far as this present question is concerned it would 
be my thought that we would issue a committee report. From up 
here, it would be my thought that the staff report is a study or a paper 
to assist members of the committee. I think that the committee report 
contains the findings of the committee as such. 

[t seems to me that it would be most helpful in this case, as Senator 
Thye has pointed out, if we have not only the statements of the staff 
study but also of the witnesses of the Interstate Commerce Com- 
mission who are to be with us. 

Senator Tuyr. And then Senator Schoeppel will have the oppor- 
tunity to question. Naturally, that he must have and should have. 
That is no more than proper on the part of any one of the members 
of the committee. If they have a reservation, they should be privileged 
to explore their questions with the witness or with those who have 
made the study, such as Dr. Adams and his associate. 

Senator Morse, Mr. Chairman, I am almost through. I want 
to say that I completely share the observations of the Senator from 
Minnesota, Mr. Thye, and the observations of the chairman, but as a 
member of the committee, as far as I am concerned, I am going to get 
this procedure straightened out on the record so I know exactly what 
procedure I am following, and I am going to make certain observa- 
tions on it, because I want to say respectfully that we owe a great 
obligation to Dr. Adams and Dr. Hendry. They are men who are 
taken out of an atmosphere of a profession known for objectivity. 
They have devoted themselves to conscientious service to this com- 
mittee. I think we are obligated to them and should be thankful to 
them for the study they have made. In view of the fact that the 
question has been raised as to whether or not their report should or 
should not be published, I think the committee owes to them the 
benefit of a study publicly available, and it will be publicly available 
if I have to read every word and period of it into the Congressional 
Record. 

The Cuairman. Will the Senator yield ? 

Senator Morse. Yes; I yield. 

The CHAtirMAN. I wish to say that, while I do recognize this situa- 
tion as unusual and exceptional, I want to make it very clear that I 
am in agreement with what the Senator from Oregon has said. I do 
not see how a committee can operate very well without the use of 
staff studies and staff reports, and I certainly would not be willing 
under any condition for this to be considered a precedent. 

I notice in today’s New York Times on the front page— 

Senate TV report scores networks. A Senate committee staff report— 

Iam just reading part of the excerpt: 

A Senate committee staff report averred yesterday— 
that comes from the Interstate and Foreign Commerce Committee, 
a committee of which Senator Schoppel is likewise a member, and I 
am informed he was in favor of that staff report. So, apparently, 
his objection does not go to staff reports as such. 

I would like to make this statement, and I hope the committee mem- 
bers will back me up in it: Hereafter when the committee authorizes 





38 TRUCKING MERGERS AND CONCENTRATION 


a study to be made by the staff it will be our purpose to receive that 
staff study and to print it as a staff study. 

Senator Morse. With whatever observations on it we may want to 
make. 

The Cuarrman. Yes. 

Senator Morse. There is one other phase of this I wanted to state 
for the record as far as our procedure is concerned. I have a great 
deal of respect for the Oregon Trucking Association and for the di- 
rectors, but I am a little at a loss to understand why they object to 
this study being published. What Mr. Knipe says in his letter, Mr. 
Chairman, is: 

Unfortunately, for the trucking industry, both here in Oregon, the West, and 
throughout the United States, we have not been able to refute or protest that 
portion of the proposed report which deals with truck transportation. 

Is there any reason in the world why they can’t file in the record 
of this hearing any protest or rebuttal they wish to file? Will they 
be given that opportunity ? 

The Cuarrman. Yes; I certainly think it is in order. Without ob- 
jection, that will be granted. 

Now, may I say to the Senator from Oregon—of course, that really 
draws the difference between a staff study, which is an ex parte pro- 
ceeding, and a proceeding of this kind. 

Senator Morse. I wouldn’t ask for it if we weren’t having this hear- 
ing. It seems to me we are in sort of a procedural crossbreed here 
this morning between going into just the procedural questions as to 
whether the Adams-Hendry staff report should be published or 
whether we should go into the substantive merits of this whole matter 
of trucking mergers; and you see from this letter a very influential 
organization in my State seems to think they ought to get a chance 
to put in some rebuttal. As their Senator, I want them to have that 
chance, so I am asking permission for that to be put into the record 
of this hearing. 

The Carman. That has been granted without objection. 

Senator Morsr. I suppose that goes, also, for the American Truck- 
ing Association’s legal staff, which Mr. Knipe seems to think hasn’t 
had an opportunity to be heard on this matter. I am not so sure that 
they want to express a view, but in case they do want to express a 
yew, suggest they also be allowed to file memorandums for the 
record, 

The CHarrman. Of course, as I understand Dr. Adams and Dr. 
Hendry, what is in this report is taken from statistics that have been 
placed on record with the Interstate Commerce Commission by the 
trucking industry. 

Senator Morse. That is my understanding. 

The Cuamrman. And that he has stated that the study was only 
objective. 

Yow, we are going to have members of the Commission to appear 
here, and if errors have been made in statistics or in facts that have 
been stated they will have the opportunity to tell us what they are and 
correct them. 

Senator Morss. I have made my last point, Mr. Chairman, because 
Mr. Knipe seems to think that the publishing of this report might 
have some effect on applications now pending before the Interstate 
Commerce Commission, and I am glad to put his fears at rest, because 
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I have great confidence in the tradition of impartiality of the Inter- 
state Commerce Commission. Although I may disagree with their 
judgment, as I do many times, I don’t disagree with their honesty and 
integrity, and I want the record to show that I take judicial notice 
that the Interstate Commerce Commission will proceed in its regular 
course of business with all applications and petitions pending with 
regard to merger cases for a determination in line with the policies 
of the Interstate Commerce Commission, irrespective of what we do, 
whether publishing or not publishing a staff report. 

[ shall notify Mr. Knipe before the day is over that I have made 
these statements in the record and have sought to protect his interests, 
but at the same time protecting the right of the Sma!l Business Com- 
mittee to publish staff reports. I hope we can still get the Adams- 
Hendry report published as a staff report. If not, { will have the 
pleasure of reading it on the floor of the Senate. 

The Cuamrman. Senator Javits. 

Senator Javirs. Mr. Chairman, I am new on the committee. I do 
have a question as to committee procedure. I am in favor of publish- 
ing staff reports with the approval of the committee. I am not in 
favor of publishing them without the approval of either the chair- 
man or the committee, because I don’t believe we ought to be slaves 
to our staff. No matter how you slice it, when we put out a staff 
report, that is taken generally as something which we at least imply 
we think is all right. 

Senator Morse. Will the Senator yield? 

That is my view. I didn’t mean to imply that I thought the staff 
report should go out because it was so lousy that it wasn’t worthy of 
publishing, but I understood the chairman to say that the majority 
of us have indicated that we thought the staff report should go out. 

The Cuarmman. That is correct. 

Senator Tuyr. If the Senator yields, I most certainly want the 
record to show that a staff report should not be published until such 
time as the committee has officially acted on the staff report and has 
approved it and has approved its publication, and that is what I 
understood was the first instance relative to this report that this com- 
mittee is here to determine whether we want to make this report public 
or not. I do want the record to stand that I did not want the com- 
mittee to issue and publish a report without committee approval or 
committee authorization. 

Senator Javits. I do, too. 

Senator Tuyr. You may not be able to obtain a unanimous ap- 
proval, but I do believe that the day comes when a report has to be 
made, and if it is not unanimous the Senator or person should have 
a right to state his reasons for not concurring. 

Senator Javrrs. Mr. Chairman, also I would like to state that I 
hope very much with the chairman that this may result in a cem- 
mittee report which will be that much more authoritative. As long 
as we are going to go to the trouble of giving to those who think 
they find something wrong with it a chance to be heard, let’s use it to 
the maximum benefit possible. 

I would like to ask you just a couple of questions, Dr. Adams, if I 
may. I ran through as much of the report as I could. It is a very 
eenaneang job. As Senator Morse says, it is more than the light of 

ay. 
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I notice that you didn’t deal, as far as I could see, with the effect 


of mergers on the price of service rendered. Is that outside the terms 
of reference? 


Dr. Apams. That is correct, Senator. 

Senator Javirs. Also, I notice that you didn’t deal with the techni- 
cal or other complications attendant on going into business. We do 
know, for example, that technological advance has made such de- 
mands of capital required for new entries in other fields as almost to 
eliminate the small entrepreneur. That again was outside your terms 
of reference? 

Dr. Apams. That is correct, Senator. 

Senator Javirs. Finally, I notice also you have no recommenda- 
tions as to our changing the law. That brings me to this question: 
Are you really taking the position that the Commission by its admin- 
istration of the law has been—I will use the term “guilty” only in a 
descriptive sense—guilty of bringing on this situation of a highly 
accelerated rate of concentration beyond what you say, incidentally, 
iseconomic? You say on page 7 of your report (see appendix, p. 221) : 

If giantism and oligopoly come to the trucking industry, this will not be the 
result of natural economic forces but of a benign tolerance, if not active promo- 
tion, by the Interstate Commerce Commission. 

So, am I correct in the feeling that you really are challenging the 
Commission and the way it has exercised its authority, and that that 
is the fundamental question you seek to raise by this report ? 

Dr. Apams. That is correct. 

Senator Javirs. You don’t feel we need a change in law; you feel 
we may need a change in the attitude and criteria of the Commission ? 

Dr. Apams. That is the only conclusion that may be drawn from 
this report. 

Senator Javrrs. Thank you very much. 

The Cuatrman. Mr. Stults. 

Mr. Stvuuts. No questions, Mr. Chairman. 

The CHARMAN. ‘Thank you very much, gentlemen. Now we shall 
hear from Chairman Owen Clarke, of the ICC, and the people who are 
accompanying him. 


STATEMENT OF OWEN CLARKE, CHAIRMAN, INTERSTATE COM- 
MERCE COMMISSION; ACCOMPANIED BY I. J. RALEY, ASSISTANT 
DIRECTOR OF FINANCE; PAUL COYLE, DIRECTOR, BUREAU OF 
OPERATING RIGHTS; ROBERT W. GINNANE, GENERAL COUNSEL; 
AND EDWARD R. JELSMA, DIRECTOR OF THE BUREAU OF TRANS- 
PORT ECONOMICS AND STATISTICS 


The CHarrman. Mr. Chairman, for the benefit of the record, would 
you identify the people who are with you? 

Mr. CuarKke. Mr. Chairman and members of the committee, seated 
on my right is Mr. Raley, Assistant Director of Finance, Interstate 
Commerce Commission. On the right of Mr. Raley is Mr. Paul Coyle, 
who is Director of the Bureau of Operating Rights. On my left is 
Mr. Robert W. Ginnane, General Counsel, and Mr. Jelsma, Director of 
the Bureau of Transport Economies and Statistics. 


The Cuarrman. And you are Chairman of the Interstate Commerce 
i rs 
Commission. 
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Mr. Clarke, before you start, Senator Javits wants to ask you a 
question. 

Senator Javirs. I want to know whether you are going to follow 
your statement, at least in the initial presentation. 

Mr. Crarge. Yes, I will, Senator, with a few interlineations here 
and there; but the main theme will be as written. 

Mr. C hairman, I am the present Chairman of the Interstate Com- 
merce Commission, having served in that capacity since January 1, 
1957. I am appearing here today on behalf of the Commission and 
in response to the invitation of Chairman Sparkman to comment upon 
the statistical findings and conclusions of the staff study entitled, 
“Trucking Mergers, Concentration, and Small Business: An Analysis 
of Interstate Commerce Commission Policy, 1950-56.” At the out- 
set I wish to thank the committee for giving the Commission this 
opportunity to express its views 

Two copies of page proofs w were delivered to us on June 18, 1957, 
and additional copies of the report were received last Tuesday. Ob- 
viously, we have not had sufficient time to make a detailed cay of all 
of the material and the many statistical tables in the 154 pages of the 
report. Nevertheless, our analysis has gone far enough to convince 
us that the report contains numerous errors, contradictions, untenable 
assumptions, and erroneous conclusions. Before discussing these in 
some detail, however, I would like first of all to make a few general 
observations. 

A reading of the staff report leaves one basic impression. It sets 
forth a philosophy that the national policy with respect to motor- 
carrier transportation should be one of unrestricted competition. As- 
suming that this is a legitimate point of view, it completely overlooks 
the fact that the Interstate Commerce Commission is bound to carry 
out the policies of Congress in enacting the Motor Carrier Act, 1935, 
and the Transportation Act of Ly In American Trucking Asso- 
ciations v. United States (344 U. S. 298, 312), the Supreme Court 
described the conditions which led C ongress to act, as follows: 

Then the industry was unstable economically, dominated by ease of com- 
petitive entry and a fluid rate picture. And, as a result, it became overcrowded 


with small economic units which proved unable to satisfy even the most mini- 
mal standards of safety or financial responsibility. 


The Motor Carrier Act is now part II of the Interstate Commerce 
Act. Asa part of the Transportation Act of 1940, Congress enacted 
the national transportation policy, which reads as follows: 


It is hereby declared to be the national transportation policy of the Congress 
to provide for fair and impartial regulation of all modes of transportation sub- 
ject to the provisions of this act, so administered as to recognize and preserve 
the inherent advantages of each; to promote safe, adequate, economical, and 
efficient service and foster sound economic conditions in transportation and 
among the several carriers; to encourage the establishment and maintenance of 
reasonable charges for transportation services, without unjust discriminations, 
undue preferences or advantages, or unfair or destructive competitive prac- 
tices; to cooperate with the several States and the duly authorized officials 
thereof; and to encourage fair wages and equitable working conditions—all to 
the end of developing, coordinating, and preserving a national transportation 
system by water, highway, and rail, as well as other means, adequate to meet 
the needs of the commerce of the United States, of the postal service, and of 
the national defense. All of the provisions of this act shall be administered 
and enforced with a view to carrying out the above declaration of policy. 


In brief, Congress has not prescribed a policy of unrestrained com- 
petition in motor transportation nor has it decreed that the motor- 
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carrier industry shall consist solely of “small” carriers. Rather, Con- 
gress has directed regulation of motor carriers “to promote safe, 
adequate, economical, and efficient service” as part of its ultimate ob- 
jective of— 

developing, coordinating, and preserving a national transportation system by 
water, highway, and rail, as well as other means, adequate to meet the needs of 
the commerce of the United States, of the postal service, and of the national 
defense. 

Consistent with these congressional objectives, section 5 of the Inter- 
state Commerce Act empowers the Commission to approve carrier 
mergers which it finds “will be consistent with the public interest. ° and 
section 5 (II) specifically exempts such approved mergers from the 
ae of the antitrust laws. In McLean Trucking Co. vy. United 

tates (321 U. S. 67), an order of the Commission approving a mer- 
ger of motor carriers was attacked on the ground that the Commission 
failed to consider and give due weight to the antitrust laws. The 
Supreme Court sustained the Commission’s order in language which 
rejects the thesis of the staff report as follows (321 U.S., at 79, 84-85) : 

It is not for this Court, or any other, to override a policy, or an exemption 
from one, so clearly and specifically declared by Congress, whatever may be our 
views of the wisdom of its action. * * * there can be little doubt that the Com- 
mission is not to measure proposals for all-rail or all-motor consolidations by 
the standards of the antitrust laws. Congress authorized such consolidations 
because it recognized that in some circumstances they were appropriate for 
effectuation of the national transportation policy. 

As previously stated, the philosophy of this report is contrary to 
the congressional intent. This intent was and is that the Commission 
shall administer the act, and particularly section 5, so as to foster the 
growth of motor carriers, for the purpose, among other things, of alle- 
viating some of the evils with which the motor-carrier industry was 
afflicted prior to 1935, especially unrestrained competition. That this 
was the intent of Congress is abundantly clear from a reading of the 
opinion of the Supreme Court in the McLean Trucking Co., Inc., case, 
supra. The Court quoted with approval from the studies published 
as House and Senate documents, and which provided the basis for 
the legislation. These reports stated one of the purposes of the then 
proposed legislation was to encourage the “organization of stronger 
units,” thus enabling the industry to put itself on a sounder basis, 

Not only does the report preach a backward philosophy of trans- 
portation regulation, it overlooks the fact that this Commission is an 
arm of Congress. Indeed, it ascribes to the Commission powers, du- 
ties, and obligations entirely outside the law. The Commission has 
no powers except those specifically granted to it by the Congress. Had 
the Commission, at any time, ad the transportation philosophy 
espoused in this report, I am satisfied that we would have been called 
on the congressional carpet for deliberately flouting the will of the 
Congress. 

In summary, the report is based on nothing more than the advocated 
transportation philosophy of the authors—a philosophy which is set 
forth as new and progressive, but is actually outmoded, discredited, 
and discarded. A return to such thinking would recreate the chaotic 
conditions so prevalent prior to 1935. 

The report overlooks entirely the very important fact that the Con- 
gress, in 1935, intentionally set up machinery whereby the unification 
of small motor carriers could be accomplished with expedition and 
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without meeting the standards prescribed in section 5. It did this 
when it empowered the Commission, under section 212 (b), to pre- 
scribe rules governing the transfers of certificates and permits in 
transactions between small carriers. The report states that between 
1950 and 1956 the group of carriers it calls “giants” filed 37.71 percent 
of the applications under section 5, or a total of 551 in 614 years. 
However, the facts are that during each of those years between 1,000 
and 1,200 applications covering the transfer of certificates or permits 
of small motor carriers were filed under section 212 (b). About 98 
percent of these unifications were approved. In coker words, in each 
year far more unifications of small motor carriers have occurred than 
were proposed in all applications under section 5. The report com- 
pletely ignores this fact. It seems rather strange that it should, be- 
cause the title of the report is “Trucking Mergers, Concentration, "and 
Small Business: An Analysis of Interstate Commerce Commission 
Policy, 1950-56.’ 

Under many and consistent decisions of the courts, our proceedings 
must be decided on the sole basis of the evidence submitted of record 
in each individual case. The courts have invariably stated they will 
sustain no other procedure. Here, again, the report virtually ignores 
this important factor. 

The study contends that there are reports of the Commission which 
appear to arrive at contrary conclusions on similar facts. However, 
this is not surprising when, as I have just stated, the law places the 
Commission under the obligation of dockdinig each case on its own 
record and on the weight of the evidence, considering established prece- 
dents to maintain as much consistency as possible under changing 
economic and transportation conditions. 

From the mass of material in the report, the authors have drawn 11 
conclusions which are summarized briefly in the introductory remarks. 
These conclusions contain serious charges against the Commission and 
its administration of the act. Without discussing them in detail at 
this point, we categorically deny that any of these charges are true, and 
submit further that not one of them is supported by factual data in the 
report. 

The second section contains a summary and findings of fact to which 
most of our remaining comments will be directed. "The third section, 
designated part I, contains the statistical details purporting to sup- 
port some of the findings of fact. The fourth section of the report, 
designated part II, presents a content analysis of several Commission 

cases. Some of these are still pending before the Commission, on 
which it would obviously be inappropriate to comment, although the 
authors of the study have treated them as finally decided in a certain 
way to support their thesis. In the opinion of the study, the Com- 
mission has arrived at incorrect findings and conclusions in a number 
of instances. This view, however, is not based on the law as it is 
written, but on the law as the staff thinks it should be and on their 
own evaluation of the evidence. The fifth and final section of the 
report, or part ITI, is a case study of the household movers, which will 
be discussed later. 

Returning now to the summary section, finding (2) in the report 
refers to the fact that the approval rate for the so- called ‘ ‘giant” appli- 
cations was 81.14 percent, whereas for other carriers it was 75.97 per- 
cent, purporting to show favoritism for the one group and prejudice 
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against the other. Examination of table I of the report, however, 
illustrates that this small difference in the approval rate could easily 
be accounted for by chance variation. The fact that in 2 of the 7 years 
the “other” applicants secured better results than the so-called 
“giants,” shows that there is no statistical significance in the difference, 
and consequently no reason to conclude that there was any preference. 

I might say, Mr. Chairman, we don’t agree with their definition of a 
“oviant.” They decided to call any carrier a “giant” which has gross 
revenues of $214 million. Considering the fact that most of them 
have an operating ratio of 96 to 98 percent, and on an average make 
only 3 percent after expenses, under their definition of a “giant” it 
would be a carrier which makes $75,000 before taxes and interest. We 
don’t believe that that standard is appropriate. 

Mr. Sruurs. Excuse me. I have just one question. The Commis- 
sion does break down, however, does it not, data on carriers whose 
gross revenues are above $214 million ? 

Mr. CrarKke. No, sir. 

Mr. Struts. We were given data that show carriers above $214 
million and data for carriers less than $214 million. It included statis- 
tical data on carriers with revenue above $214 million. We agree; we 
don’t like the term “giant” either, but we were given a phrase which 
would have been somewhat unwieldy to use. 

Mr. Cuarke. For statistical purposes the carriers are classified into 
three classes—class I, II, and III. We put all carriers that gross a 
million dollars or more in class I, but that doesn’t imply that ioe are 
large or small. That just means they have gross revenues of over a 
million dollars. 

Mr. Srvtrs. One million or two hundred thousand ? 

Mr. Crarke. One million. 

Mr. Sruuts. There is no breakdown above $214 million? 

Mr. Crarke. No, sir. 

Finding (3), page 9 (see appendix, p. 224), asserts that acquisitions 
of “giant” carriers were substantially larger than those of other car- 
riers. This contention is based on the random sample in table II, 
page 20 (see appendix, pp. 234-235), selected from printed decision in 
MCC volumes 57 to 60. The total number of printed decisions included 
in these volumes is 230, of which 125 were approvals. Of the 125 
purchases approved, 50 were included in the “random sample” offered 
in table II. The technique of random sampling is a highly useful 
one, but its usefulness is generally considered to be confined to situa- 
tions in which it is necessary to deal with very larger numbers of 
items. Without further information concerning the exact procedures 
employed in selecting a 40 percent sample from a universe of only 
125, a statement that the sample was drawn at random does not inspire 
confidence in its representativeness. Particularly is this so when it 
is noted that one item in the list of purchase prices paid by “giants” 
is $4,573,051, or more than the total of all other items in the table. 
Is this one had not been included, the average price paid for operating 
rights with property would have been $339,886 instead of $869,031.5, 
as represented in the paragraph following the table. We point this 
out merely to illustrate how many of the statistical tables are distorted, 
and hence unreliable. 

That particular one suggests the old story of Rockefeller, Henry 
Ford, and I have combined wealth of $600 million or an average of 
$200 million apiece. That is an illustration of that sort of statistics. 
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Mr. Struts. Is the conclusion wrong that the prices paid by car- 
riers in the “giant” class are larger even if we take out that $414 
million ? 

Mr. CiarKke. You can draw no conclusion from a so-called random 
sample of 40 out of 125. It would have been a very simple matter for 
them to take the entire 125. It would be interesting to see what the 
result would be, but they did not choose to do it. 

In finding (5) on page 10 (see appendix, p. 224), it is stated that 
the 37 “ ‘c ontrol groups,’ among the largest common carriers of general 
freight,” increased their share ‘of class I revenues 6.84 percent between 
1950 and 1955. However, table V, page 25 (see appendix, p. 240), 
shows that the 100 largest general freight carriers increased their 
percentage of the total general freight revenues only 1.1 percent be- 
tween 1950 and 1955. In fact, a majority of the carriers listed show 
a reduction in the percentage of the total revenues between those years. 

Dr. Adams referred specifically in his testimony a few moments 
ago to Associated Transport. It is interesting to note that their 
share—the largest carrier in the country—their share of the total 
class I revenues dropped from 2.13 to 1.84 percent. Certainly that 
doesn’t show a trend toward concentration. 

The report concedes that this is true, but states that it is not cor- 
rect because of information contained in footnotes to the table and 
in table VI. 

Table VI, page 30 (see appendix, p. 245)—I ask that you turn to 
that table—shows the percentage of total operating revenues of the 
37 so-called control groups. In giving effect to the revenues of the 
carriers included in the “control groups,” and in arriving at the per- 
centages shown, the table includes carriers as controlled, although 
their ‘applic ations are still pending, awaiting a decision by the Com- 
mission. In other words, they have prejudged the case. 

In the case of the Hayes control group, two carriers are included, 
Midwest Transfer Company of Illinois, and Emery T -ansporta- 
tion Co., which have been found by the Commission not to be under 
common control with Hayes Freight Lines, Inc. 

Table VI also includes in its computations, in arriving at the 
figures for 1950 and 1955, operating revenues of carriers which do 
not transport general freight, which is contrary to the title of the 
table. Indicative of this inclusion are Beardmore Transfer Line, 
Inc., who are haulers of heavy machinery; Howard R. Williams, 
Inc., who are liquid petroleum haulers; R. A. Conyes Tank Lines, 
liquid petroleum haulers; Midwest Transfer Company of Illinois, 
who are building materials haulers; and Emery Transportation 
Co., who are contract carriers. 

The total figures are arrived at by adding the revenues of these 
specialized carriers to the revenues of carriers of general freight. 
These figures are then divided by the total operating revenues solely 
of carriers of general freight to arrive at the percentages shown. 
Time has not permitted computations to be made using the proper 
divisors. However, it is apparent on the face of it that the per- 
centage increases of these carriers between 1950 and 1955, if cor- 
rectly portrayed, would be substantially less than 6.84 percent as 
represented in the table. The figures in table VII are similarly in- 
flated. Clearly, statisties compiled under these circumstances are of 
little valne, 
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Table VIII, page 35 (see appendix, p. 250), is a very interesting one. 
It purports to show the total operating revenues of 25 of the largest 
class 1 common motor carriers of motor vehicles, with a percentage 
increase in total operating revenues between 1950 and 1955 of 1.4 per- 
cent. Assuming it to be correct, surely there is nothing santlng 
about such an increase, which merely reflects a limited growth in the 
industry in accordance with the clear intent of Congress that motor 
carriers should be permitted to grow under regulation by the Com- 
mission. However, table VIII is not correct because it lists only 24 
carriers in 1950—not 25, as stated in the table’s title. 

The authors have ignored this fact, but, on page 34 (see appendix, 
p. 249), last paragraph, they attempt to justify an erroneous conclu- 
sion when they state: 

Here again, as in the case of general freight haulers, a superficial inspection 
of the data may lead to the erroneous impression that concentration had de- 
clined—an impression which a study of table IX should quickly correct. 

Obviously, the authors have no difficulty in proving 24 carriers in 
1950 had a smaller percentage of the total class I revenue than did 25 
carriers in 1955. Notice that is Automobile Carriers, Inc. If you 
delete item 12 from 1955 because it is not shown in 1950, then you are 
making a fair comparison of 24 carriers with 24 carriers. The results 
show that in 1950 the 24 carriers had 68.9 percent of the total class I 
revenue of automobile haulers, and in 1955 the same 24 carriers had 
67.9 percent, or a decline of 1 percent. Does that prove increased 
concentration ? 

Similarly table X, page 37 (see appendix, p. 252), purports to com- 
pare the operating revenues of the 25 largest class I carriers of liquid 
petroleum products for 1955 and 1950, showing an increase of 5.66 
percent in their share of total operating revenues. However, it 
actually includes only 21 carriers for 1950, contrary to the title. The 
authors attempt to draw conclusions by comparing 25 companies with 
21 companies. The facts are, that when you compare 21 carriers in 
1950 with the same 21 carriers in 1955 we find that in 1950 they have 
45.49 percent of class I revenues and in 1955 they have 45.89 percent. 
It is clear that loading the table with four additional carriers accounts 
for all of the increase except less than one-half of 1 percent. In other 
words, the facts just do not prove “increased concentration.” 

Table XI, on page 38 (see appendix, p. 253), has an improper title 
to the extent that it indicates control by the 25 largest petroleum car- 
riers over other class I carriers. The purpose of this table seems 
vague. At one point the authors refer to it as showing general freight 
carriers as being a favorite “target” in the expansion plans of the 
peroleum haulers, and at other points in the report the reverse is 
alleged. 

Table XIII, page 40 (see appendix, p. 255), presents selected data 
on class I, II, and III carriers of property, common and contract, in 
intercity and local, 1939 to 1954. On page 41 (see appendix, p. 257), 
under the heading “Aggregate Concentration,” the authors attempt 
to show by an analysis of table XIII that, because the number of car- 
riers have declined by roughly 30 percent since 1939 and the average 
revenues of the remaining carriers have increased by 30 percent. since 
1939, there is concentration. Such a comparison cannot be drawn. 
The facts are that while there are fewer carriers the total revenue 
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has accrued to the thousands still in existence, a simple matter of 
subtraction, not of “aggregate concentration.” 

By the same token, tables XIV and XV, on page 41 (see appendix, 
pp. 256-257), do not show a substantial increase in concentration, as 
they are interpreted by the authors, but rather a general increase in 
revenue for all sizes of carriers. 

Paragraph (14) of the summary, page 11 (see appendix, p. 225), 

begins with a sentence which is entirely inaccurate— 
The case study on the “giant” Pacific Intermountain Express shows how the Com- 
mission’s merger policy sanctioned PIBN’s growth from a carrier with $16,338,779 
operating revenues in 1950 to a carrier with operating revenues of $56,394,641 
in 1955. 

Actually, the figure of $56 million embraces carriers controlled by 
PIE, plus the revenues of 2 carriers for the control of which PIE has 
applications pending before the Commission. The increase for PIE 
alone was from approximately $16 million to $31 million, according 
to other data in the report, or, as shown in table V, an increase in the 
percentage of the total revenue of all carriers, from 0.98 to 1.17 
percent. Table VI, which reflects an increase from 0.98 to 2.10 per- 
cent, is based on the 1955 figure of approximately $56 million, and 
includes 1 carrier which transports petroleum products instead of 
general freight, contrary to the purported basis of the table, as 
shown in the heading. It also includes revenues of one carrier in the 
amount of $8 million, and another in the amount of over $500,000, 
control of which has not been authorized by the Commission. In the 
light of errors such as these, Mr. Chairman, comment on the resulting 
statistics seems unnecessary. 

Paragraph (16) discusses the alleged inconsistent policy which the 
Commission has followed with respect to approval or denial of ap- 
plications where the applicants have been in violation of the law, 
particularly where unlawful control has been assumed in violation of 
section 5. It points to the North American and Allied proceedings 
as illustrations of “giants” obtaining approval in spite of the vio- 
lations of section 5. This question has posed a serious problem to 
the Commission for many years. As a practical matter it has not 
been deemed possible to apply a strict policy of denying all appl 

cations where unlawful control has been assumed. Some have been 
denied partly on this ground where other reasons also existed for 
denial. Others have been denied on this ground where the violation 
was a deliberate and flagrant one. In most instances, however, the 
law violation alone has not been deemed a sufficient reason for denial, 
if the transaction is consistent with and promotes the public 
interest. The premise of this report that applications of small car- 
riers are denied for this reason while those of the “giants” are granted 
is absolutely incorrect. Certainly the premise is not supported by the 
few selected cases referred to. Size has never been a factor. 

In paragraph (17) there are enumerated five elements which have 
entered in the Commission’s determination of applications when oper- 
ations are dormant. However, these are not the only elements which 
have entered into the Commission’s consideration where this issue has 
been present. The authors overlook entirely the most important ele- 
ment of all; namely, whether there is a need shown by the evidence 
of record for the reinstitution by the acquiring carrier of the service 
which has been discontinued. 
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Under part II, section 4, various reports of the Commission are 
discussed and analyzed with respect to the propriety or correctness 
of certain selected decisions where one of the issues of the proceedings 
was “dormancy.” The conclusion is reached that these cases illustrate 
the imposition of a “double standard” by the Commission in judging 
the applications of “giants” and “nongiants.” The charge of “double 
standard” is based on an analysis of only 14 cases. The selection 
was from certain cases which happen to have been printed in volumes 
10 and 11 of Federal Carrier Cases which is neither an official nor 
complete publication, something like the American Law Review. The 
compilers of this publication could hardly be expected to select cases 
involving small carriers decided favorably to applicants since they 
would not involve novel or interesting issues. It is noted that the 
authors of this study did not choose to analyze any of the printed 
eases decided unfavorably to “giants.” There were 20 cases printed 
in volumes 10 and 11 involving dormancy. Of the 6 cases which they 
chose to ignore, 5 were “giant” applications, 3 of which were denied, 
and 1 approved, subject to a condition canceling the operating rights 
found to be dormant. It is on such a biased selection as this that the 
serious charge of “double standard” rests. 

Paragraph (18) of the summary refers to approval of the acquisi- 
tion by Pacific Motor Trucking Co., a subsidiary of the Southern 
Pacific, of control of Pacific Freight Lines. It views this decision 
with alarm for fear it may indicate a trend under which the railroads 
will assume control and domination of the motor-carrier industry. 
One, or even two decisions, do not necessarily show a trend. It should 
also be noted that the usual condition was imposed in this case limit- 
ing service solely to that which is auxiliary to or supplemental of the 
train service of the parent railroad, precluding the rendition of an 
all-motor service. 

Paragraphs (19) through (41) of the summary reflect an allegation 
that the Commissoin — the large nationwide household-goods 
carriers as compared to the small carriers. The nature and economics 
of household-goods transportation is such that the small, wholly in- 
dependent carrier is at a competitive disadvantage. Experience has 
proved to this branch of the industry and to the Commission, as re- 
flected in numerous reports, that participation in an organization with 
large territorial coverage, in order to obtain return lading, either 
under the plan followed by Allied, where its agents are all noncarriers, 
or in a pooling plan, such as has been approved i in the North American 
and United systems, is necessary. Small household-goods carriers 
today, therefore, are almost alw ays agents of one of the “lar ge systems. 
These lar ge systems are in effect co-ops. 

Considerable surprise is evidenced at the fact, having first denied 
the pooling application of Allied Van Lines, filed under section 5 (1) 
of the act, the Commission later granted Allied’s application for 
authority to purchase the operating rights of numerous carriers filed 
under section 5 (2). The authors ask “why the Commission reversed 
its previous decision? Did it find errors of fact or law in the earlier 
opinion? And were there substantial economic changes among house- 
hold-goods movers? The study answers the last two questions in the 
negative, and states that the answer to the first is enigmatic. The 
obvious answer is the legal one, of which the authors seem totally 
unaware. The report in the pooling case clearly stated that the 
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transaction amounted to an acquisition of control within the meaning 
of section 5 (2) rather than pooling, and no application had been filed 
for such authority. Had the Commission authorized control, or as 
subsequently occurred, the purchases of operating rights by Allied, in 
the pooling proceeding, the order would have been worthless if 
attacked in the courts. 

The authors point to relatively frequent appearances of the same 
large household-goods carriers as protestants in section 5 proceedings 
as evidence of coercive and harassing tactics which the large carriers 
are able to use by virtue of their size and financial resources. The 
authors fail to note, however, the obvious fact that large firms operate 
in many regions, and for this reason are likely to be affected by mergers 
in many parts of the country. Small firms, on the other hand, are con- 
cerned only with the effect of mergers in the immediate vicinity of 
their own operations. The comparison of companies which meet the 
analysis would be the Aero-Mayflower Transit Co, and Se Jacobs 
Transfer Co., Inc. Mayflower operates throughout the Nation and 
Jacobs operates in a limited area, just in Washington and Baltimore. 
It is obvious, therefore, that Mayflower would be ‘interested in almost 
any proceeding before the Commission involving household goods, 
while Jacobs would be interested in very few. 

Page 94 (see appendix, p. 323) presents an excellent example of 
minimizing the importance of items of data unfavorable to the thesis. 
In paragraph 2 of the authors’ conclusions regarding tabulations 
shown in support of their contention that the large carriers are grow- 
ing large at the expense of small operators, it is stated that “the 25 
largest household movers received only a slightly smaller proportion 
of total operating revenues in 1955 than they rec eived in 1950 (80.87 
percent in 1955 compared to 86.50 percent in 1950).” Should a loss of 
5.63 percent of the total revenue be characterized as “a slightly 
smaller” proportion of total revenue? It is interesting to note that 
in table V the authors consider 1 percent as highly important and in 
this case they consider 5.6 percent as “slightly smaller.” 

Table XVIII, page 89 (see appendix, p. 318), lists 108 class I com- 
mon carriers of household goods, 30 of which had revenues in excess of 
$1 million, class I carriers according to our definition. Most of them 
have extensive territorial coverage, and the first four listed are nation- 
wide. So long as this situation obtains, even accepting the definition 
of monopoly in footnote 9, page 96 (see appendix, p. 325), of the 
report, we submit that there is adequate and intense competition for 
the transportation of household goods moving in the United States. 

On pages 81-87 (see appendix, pp. 309-315) the authors raise the 
question of whether or not increases in the size of carriers through 
mergers is likely to increase operating efficiency and conclude, on the 
basis of certain tabulations, that Commission approval of mergers can- 
not be justified on these grounds. The data upon which the conclusion 
is based is clearly inadequate for determination of this issue. The 
authors can claim only that the data they have presented fails to show 
conclusively that large firms are more efficient than small ones. But 
it is clear that they would like to leave the i impression that large firms 
offer no advantage in this respect. Furthermore, the language used 
invites the reader to assume that Commission approval of mergers has 
been, or should have been, based solely on the issue of whether or not 
the merger would improve the operating efficiency of the carriers 
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involved. They neglect to mention at this point that the Commission 
must also concern itself with other considerations, particularly 
improvement in service to the public. 

On page 149 (see appendix, p. 379), in presenting the findings of 

Professor Roberts in support of the proposition that high costs per 
mile are related to short hauls rather than to the size of the carrier, 
the authors present table XXX entitled “Assets, Costs, and Operating 
Data: 114 Class I Motor Carriers in Central Territory, 1952.” There 
is no information regarding the method by which the 114 firms were 
selected but it is stated that: 
The 31 firms that kept costs under 60 cents per vehicle-mile had a composite route 
utilization ratio of 3,100 and achieved a haul average of 171 miles ; comparative 
figures for 37 high-cost companies (over 60 cents) were 2,249 and 84 (table 
XXXI). 

However, the authors have failed to mentioned the obvious fact 
that in table XXX, in which the firms are listed ascending in order 
according to the value of their assets, the first 57 firms, or the first half 
of them, included only 24 that had an average cost of less than 60 cents 
per vehicle-mile. The remaining 57, or the second half of them, on 
the other hand, included 40 which had an average cost of less than 60 
cents per vehicle-mile. Therefore, if table XXX proves anything, 
it is to refute the conclusion of the authors. 

In the 22 years of motor-carrier regulation by the Commission the 
industry has increased in efficiency and stability to the great benefit 
of the shipping public. This improvement has been shared by the 
small as well as the large carriers. 

Predictions made when the Motor Carrier Act was enacted that 
there would be numerous consolidations and mergers of small motor 
carriers into a relatively few large carriers have not materialized. 
Although there are some large motor carriers, there are, and will con- 
tinue to be, thousands of small ones. 

Many of the small carriers are individually owned. As the indi- 
viduals who founded and developed them approach retirement age, 
many of them seek purchasers so that they can retire from business 
and have an estate to pass on to their heirs. Often the heirs do not 
care to continue in the trucking business and, therefore, seek pur- 
chasers. These smal] businesses frequently are desirable to round out 
operating authorities of larger carriers, thereby enabling the latter to 
serve the shipping public more efficiently. In many instances, if the 
larger carriers were not permitted to purchase these small businesses, 
those who desire to sell would have no market. At other times the 
sale is to another small carrier, thus permitting the purchaser to grow 
larger. This merely parallels the history of industrial progress in 
America. 

Not all large motor carriers are prosperous nor are all small opera- 
tions unprofitable. Much is dependent upon the efficiency of manage- 
ment, the areas served, the commodities transported, and other factors. 
Accordingly, within the same gross-revenue brackets will be found 
carriers with low and high operating ratios. It has been our experi- 
ence, however, that often the acquisition of control of a carrier in an 
unsatisfactory financial condition by a carrier with more efficient man- 
agement, has resulted in a stronger company capable of rendering 
improved service. At the same time, it often results in an increase in 





effec 
are 
N 
the 
enf 
stal 
sow 
uns 
pri 
tive 


at 
the 
mu 
ing 


Tu 





TRUCKING MERGERS AND CONCENTRATION ol 


effective competition. This is evidenced by the fact that such mergers 
are frequently bitterly opposed by competing motor and rail carriers. 

Mr. Chairman, we submit that the Commission’s efforts to carry out 
the national transportation policy of the Congress and especially its 
enforcement of sections 5 and 212 (b) have contributed in a sub- 
stantial way to the development of the motor-carrier industry as a 
sound and efficient segment of our national economy. Its service is 
unsurpassed anywhere in the world. It is performed by private enter- 
prise, operating at a profit and paying taxes. It embraces more effec- 
tive competition than many unregulated industries. It works. 

The CuHarrman. Thank you, Mr. Chairman. 

I have had a call to come to the floor of the Senate, so 1 am going to 
have to close today’s hearing. 

We are meeting again tomorrow morning at 10 o’clock, in this room, 
at which time questioning may be had on your statement, as well as on 
the other material that has been presented to us. Thank you very 
much. 

The committee will stand in recess until 10 o’clock tomorrow morn- 
ing. 

(Whe reupon, at 12:15 p. m., the committee recessed until 10 a. m. 
Tuesday, July 2, 1957.) 
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TUESDAY, JULY 2, 1957 


Unrrep States SENATE, 
SeLtect CoMMITTEE ON SMALL Business, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 457, 
Senate Office Building, Senator John Sparkman (chairman) pre- 
siding. 

Present : Senators Sparkman (presiding), Long, and Kuchel. 

Also present: Walter B. Stults, staff director; Lee C. White, coun- 
sel; F. Bradford Morse, administrative assistant to Senator Salton- 
stall; and Joseph Skubitz, administrative assistant to Senator Schoep- 
pel. 

The Cuarrman. Let the committee come to order, please. 

I was waiting a few moments because I had understood that Senator 
Kuchel was on the way here. I am sure he will be here in a minute 
or two. I see no reason why we can’t start. Other members of the 
committee will be here shortly, too, I hope. 

In the beginning, let me say that Senator Schoeppel has expressed 
a desire that the correspondence between him and me relating to this 
staff study be made a part of the record. Assuming there will be no 
objection, that will be done. 

(The correspondence is as follows :) 


I. Letter from Senator Sparkman to Senator Schoeppel 
Marcu 30, 1957. 
The Honorable ANDREW F. SCHOEPPEL, 
United States Senate, Washington, D. C. 


Drar ANDY: Walter Stults told me that you expressed an interest in the results 
of the staff study made for the committee by Drs. Walter Adams and James 
Hendry. 

Enclosed are galley proofs of the study, along with my proposed foreword 
explaining that this study has not been reviewed by nor are the findings backed 
by the members of the committee. It is my plan to ask authority to have this 
study printed as a Senate document, and I shall probably submit a resolution 
asking for that right during the next week. 

Naturally I would be happy to receive your comments on the staff study. 

With best personal wishes, I am 

Sincerely yours, 
JOHN SPARKMAN, Chairman. 


IT. Letter from Senator Schoeppel to Senator Sparkman 
APRIL 10, 1957. 
Hon. JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
Senate Office Building, Washington, D. C. 

Dear JoHn: Thanks for your letter of March 30, 1957, enclosing galley proof 
of the study made for the committee by Dr. Walter Adams and Dr. James Hendry. 
You asked for my comments; here they are: 

Fortunately, you state in the foreword that the committee cannot and does not 
assume responsibility for the accuracy of the facts contained in the study, and 
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that the conclusions, opinions, and recommendations made in the report are 
not necessarily those of the committee or the chairman. I cannot see any good 
reason for publishing such an admittedly incomplete and inconclusive study, and 
fail to see how it will serve any reasonable purpose, particularly since it is based 
on the premise that there has been an “alarming” increase in mergers in the 
trucking industry since 1950, which the figures in table I of the study itself 
do not support. 

It is difficult to expect that the report made by Dr. Walter Adams and his 
associate, James B. Hendry, at Michigan State University conld be as objective 
and unbiased as I think it should be. Dr. Adams appeared at hearings before 
the Senate Committee on Small Business in April 1955. He had dissented from 
the majority report of the Attorney General’s National Committee To Study 
the Antitrust Laws. In testifying in hearings on that report, on April 27, 1955, 
he said at page 17: 

“Let me conclude by pointing to one area where the report had a great 
opportunity to strike a blow on behalf of vigorous, effective, in short, hard 
competition. I refer to the section on regulated industries. Here, I believe, 
the majority showed surprising restraint and timidity. Why, for example, did 
the majority not recommend substantial deregulation of the trucking industry— 
an industry which has all the earmarks of what economists consider pure com- 
petition? Why did it not advocate—in clear, simple, and unmistakable terms— 
that this industry should be liberated from the strangulation by regulation 
which it now suffers at the hands of the ICC?’ 

Nothing but a degree of condemnation of any phase of regulation of motor 
carriers could come from the hands of one who holds such a philosophy and such 
antipathy toward the regulation of a basic public service. Entry into the trans- 
portation business requires proof of fitness, ability, and willingness as a pre- 
requisite. The requirements were laid down by Congress itself after full 
deliberation and hearings. Section 5, covering acquisitions of control and 
unifications, requires a finding that the transaction will be consistent with the 
public interest. Dr. Adams recommends against the continuation of the stand- 
ards which Congress has fixed. It is not clear what standards he would sub- 
stitute for this, if any. He assumes that the only small business in the country 
is the small trucker and ignores the fact that there are over 414 million small 
businesses which can depend for their success and prosperity only on established, 
organized, dependable transportation services. He admits, however, in this 
study, that by far the greatest majority of truckers are small businesses and 
does not undertake to establish that the public interest has not been served by 
the relatively few acquisitions approved. The study completely overlooks the 
fact that regulated public transportation has effectively met the needs of the 
Nation during World War II, the Korean war, and the expanding economy of 
this Nation during the last 5 years. These are realities; not theory. 

According to the figures contained in this report, the maximum number of 
applications filed for acquisitions, merger, or transfer by motor carriers between 
the years 1950 and 1956 is 282, which occurred in 1950. The number has been 
less for each year since that time. Yet, in spite of this, the study makes the 
statement that there has been an “alarming increase” in the number of applica- 
tions filed since 1950. This is directly contrary to the plain figures contained 
in table I, the very first table of this report, and it is typical of the potpourri 
of facts and deductions in this study. Furthermore, the study makes no dis- 
tinction between a simple merger, which involves the unification of operation 
and ownership of two companies already commonly controlled, and a purchase 
or acquisition of control by one carrier of another independent carrier. The 
conclusions are truly misleading and incomplete. 

Regardless, there are approximately 18,000 certificated carriers operating in 
interstate commerce and what surprises me is not that the acquisition applica- 
tions are so many, but that there are so few. Taking a round figure of 300 per 
year, this would constitute 1.67 percent of all the carriers. Naturally, the 
number of applications filed has no significance. Anyone is permitted to file 
an application. The significant figure would be the number granted, but there 
is no reference in the study to this at all. The study also conveniently omits 
reference to the vendors. In most instances they are small carriers often 
controlled and operated by persons who have become ill, disabled, or otherwise 
unable to conduct the business which they founded, and therefore must seek 
a buyer if the service which they are rendering to the public is to continue. 
A willing buyer is the one who has sufficient management staff and the financial 
ability. The primary objective of the ICC’s regulatory control over acquisitions 
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is to provide the public with the best possible service at the lowest possible cost, 
and not to be influenced by the theory of “pure” competition which Dr. Adams 
may personally espouse. Obviously, a report written by two associates in the 
same university, who hold the same philosophy, could not arrive at a different 
conclusion even had they construed and interpreted the basic facts correctly. 
The courts have repeatedly held that the regulation of excessive competition 
is in the public interest just as much as the regulation of monopoly. 

This report labors mightily, but fails to support its premise that the Com- 
mission’s “policy, or lack of policy’ toward mergers under section 5 of the 
Interstate Commerce Act during the past 6 years has resulted in an “alarming” 
increase in mergers, has stifled the growth and expansion of small carriers, or 
reflects indifference by the Interstate Commerce Commission to the mandate 
of the Interstate Commerce Act to preserve a proper level of competition con- 
sistent with the national transportation policy. The report quotes from the 
dissenting expression in McLean Trucking Co. v. United States (821 U. S. 67), 
as though this were paramount. We believe the Commission should be respected 
for following the majority opinion, which is accepted law until it is reversed. 

The language of the Court is: 

“The history of the development of the special national transportation policy 
suggests, quite apart from the explicit provision of section 5 (11), that the poli- 
cies of the antitrust laws determine ‘the public interst’ in railroad regulation 
only in a qualified way. And the altered emphasis in railroad legislation on 
achieving an adequate, efficient, and economical system of transportation 
through close supervision of business operations and practices rather than 
through heavy reliance on the enforcement of free competition in various phases 
of the business * * * has its counterpart in motor carrier policy.” 

The Supreme Court quoted with approval from Senate Document No. 152, 73d 
Congress, 2d session, on which the Motor Carrier Act of 1935 was largely based : 

“It was anticipated that the act would confer benefits on the industry by pro- 
moting a more orderly conduct of the business, lessening irresponsible competi- 
tion and undue internal strife, encouraging the organization of stronger units, 
and otherwise enabling the industry to put itself on a sounder and more gen- 
erally profitable basis.” 

While the authors of this study would change the concept that the majority 
opinion of the Supreme Court is the law of the land, I would like to also point 
out that the Congress has not decided to depart from its policy of “encour- 
aging the organization of stronger units,’”’ and “lessening irresponsible competi- 
tion’: and that the statistics in this report demonstrate that the policies of the 


Commission have achieved to some extent the results which it was directed by 


the Congress to achieve. The annual reports of the ICC to the Congress reflect 
a healthy, growing motor-carrier industry. 

I find nothing at which to be alarmed in table II, showing the purchase prices 
paid for operating rights by the so-called “giants’’—the report admits that the use 
of the word “giants,” in reference to motor carriers with gross annual operating 
revenues in excess of $2,500,000, is a relative term. Generally, in the Nation’s 
industries, companies with such small annual revenue could hardly be classified 
as “giants’—are larger than those paid by the “nongiants” but see only the fact 
that carriers with smaller financial resources, in their efforts to improve their 
services to the public, make purchases commensurate with their financial ability. 
I see no reason for concern, as shown in table IV, that the number of all class I 
motor carriers increased from 2,038 in 1950 to 2,796 in 1955, or that their total 


operating revenues increased from $2,662,076,200 to $4,467,881,701, increases of 


approximately 39.5 and 68.4 percent, respectively. Table VI shows that the 100 
largest systems have received only a modest increase of the percentage of the 
total operating revenues of all class I carriers during this period. This is cer- 
tainiy healthy growth, under regulation, in line with growth and prosperity of 
the Nation. On the other hand, if carriers were unable to expand and grow in 
line with our economy there would be reason for concern. 

If the figures in table XIII are correct, they support the fact that the indus- 
try is gradually, but not sensationally, achieving some of the goals set by the 
Congress in its national transportation policy. The reduction, in 15 years of 
regulation, of the total number of class I, II, and III motor carriers of property 
by about 8,000 has resulted in a definite improvement of the remaining 18,000. 
This study has not shown that there has been undue restraint of competition 
any place in the country. The strengthening of the carrier units, in accord 
with congressional policy, is further illustrated by the relatively small rate of 
increase in the percentage of total operating revenues of all carriers which the 
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100 “largest” carriers realized from 1940 (19.27 percent) to 1954 (25.49 
percent) or a total for 14 years of 6.22 percent. This refutes the conclusion that 
in the period between 1951 and 1954, “the increase in concentration was sub- 
stantial and dramatic.” I find nothing in this study which shows a trend toward 
monopoly in motortruck transportation. The report itself concedes that the 
question whether “the trend toward aggregate concentration is the result of a 
‘rational’ process or ‘natural’ economic forces, is, of course, beyond the scope of 
mere quantitative analysis.” 

I have tried to illustrate some of the basic fallacies behind the so-called con- 
clusions in this study. It is replete with others. The approach of the au- 
thors is petty, and colored with their biased theories of economics. 

I think that the time and expense devoted to this study is an excellent ex- 
ample of waste of taxpayers’ money. I cannot, in good conscience, condone this 
waste and give my approval to this study or the printing of it. It is, in fact, 
nothing but a self-serving study, which, in my opinion, promotes the self-inter- 
est of the authors and has no other merit. 

You were frank enough to write and ask me my views. I have frankly given 
them to you after having gone thoroughly into this report, and I trust you will 
accept it in the spirit in which it is written. 

If for any reason you and the majority members of the committee think that 
this report should be published, then I ask that as a part of this printed report 
you print my reply to you with reference thereto. 

Sincerely, 
ANDREW F.. SCHOEPPEL. 
iI. Letter from Senator Sparkman to Senator Schoeppel 
APRIL 16, 1957. 
The Honorable ANDREW F.. SCHOEPPEL, 
United States Senate, Washington, D. C. 


Dear ANDy: I appreciate both the thoroughness of your review of this stud) 
on mergers and concentration in the motor-carrier industry and the frankness 
of your comments. I am happy to respond to the points raised in your letter of 
April 10 and shall be equally candid in my discussion of them. 

First, let me say that I think you are quite correct in challenging the state- 
ment in the draft of my foreword that there has been an “alarming increase 
in mergers in the trucking industry which has occurred since 1950.” Certainly 
the data accumulated by Dr. Adams and Dr. Hendry do not support such a state- 
ment, and I am grateful to you for having pointed that out prior to publica- 
tion. You will, however, be interested to know that the ICC has forwarded to 
the committee complete figures for 1956—they were incomplete at the time the 
study was prepared—showing 315 applications for mergers and acquisitions 
under section 5 of the Interstate Commerce Act in calendar year 1956, a con- 
siderably larger number of applications than for 1950 and the succeeding years. 
Despite the fact that the 1956 total is extremely high, I feel it would be wise 
to revise the language of my draft, and, accordingly, I have deleted the state- 
ment in question from my foreword and have substituted the following language: 

“The subject is, however, one in which the committee has the deepest interest, 
and it is hoped that the publication of the study will focus public attention on the 
very significant question of concentration in the trucking industry. The paucity 
of data and literature on the subject is indicative of the lack of attention that has 
been given this aspect of the motor-carrier industry in the past.” 

I cannot agree that the study represents a waste of time and money, since it 
pulls together information upon a very important industry which, so far as 
we have been able to determine, is not otherwise available. You may recall 
that your dissent to the committee’s report on the motor-carrier industry of last 
year lamented the lack of basic factuai data on the question of mergers and 
concentration in the industry. The ICC did not have statistics or analysis on 
this aspect of the industry and thus Dr. Adams and Dr. Hendry, with the full 

cooperation of the ICC, personally examined each of the 1,461 section 5 applica- 
tions during the period 1950-56 in order to tabulate for the first time the infor- 
mation presented in their report. Aside from the lack of data on applications 
for mergers and acquisitions, we were also unable to find any information or 
analysis on concentration in the industry. Despite the fact that reasonable men 
may disagree as to what the data presented in the study indicate, I am sure 
you will agree there is considerable merit in having the basic data available for 
perusal and use by the ICC, the Congress and its appropriate committees, the 
industry itself, and others interested in the field. 
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Finally, although Walter Adams has frequently expressed his views on the 
general subject of regulation of the motor-carrier industry, I do not perceive 
that he is thereby automatically disqualified from undertaking a much-needed 
basic-research task and stating his conclusions based upon the facts so devel- 
oped. Dr. Adams enjoys an excellent reputation as an economist specializing 
in the transportation field; and, though anyone is obviously entitled to disagree 
with his conclusions, that does not mean his motives can be impugned or that 
the factual material assembled is valueless. Whether he has distorted, over- 
emphasized, or underemphasized certain material is, of course, open to chal- 
lenge, and you have done just that. I think the answers are to be found in the 
study, and I would like to discuss the principal points or questions raised in your 
letter. Incidentally, I note that you have not questioned any of the 42 findings 
of fact set forth on pages 9 through 14 of the galley proof, which, in my judg- 
ment, constitute the hard core of the report. 

The major points you make, as I understand them, are that the figures set 
forth in the report (table I) show that there has been a decline in mergers since 
1950; the Congress intended by enactment of the Motor Carrier Act of 1935 to 
climinate irresponsible competition ; and that the growth of the dominant com- 
panies in the industry has been reasonable and, in fact, highly desirable. With 
regard to the number of mergers and acquisitions, I cannot share your feeling of 
“surprise” that only 1.67 percent of all carriers apply under section 5 for per- 
mission to merge or acquire other companies each year, and may I point out 
that every application involves at least 2 carriers, and the percentage of all car- 
riers involved is therefore at least 3.2 percent (using your rounded figures). If 
this percentage applies to all businesses in the country. we would be faced each 
year With 75,000 such actions involving at least 150,000 firms. As you know, 
President Eisenhower, the Attorney General, and the Chairman of the Federal 
Trade Commission have asked Congress for legislation granting them tighter 
control over mergers—and this on the basis of 1956 estimates by the FTC of 900 
competitively significant mergers. 

Of even greater importance, in my opinion, is the information accumulated 
by Dr. Adams and Dr. Hendry on how the “giants” in the industry have fared 
as compared to the small truckers in their efforts to secure Commissicen ap- 
proval of contemplated mergers and acquisitions. For example, finding of 
fact No. 4 (p. 9 of the galley proof) states that of 44 applications submitted to 
the Commission during 1950-56 proposing the establishment of common control 
over 2 or more “giant” carriers, the ICC had approved 43 and denied 1. The 
upproval rate for “nongiants’ was 76 percent. Incidentally, your letter con- 
tains the statement which you underlined for emphasis: “The significant figure 
would be the number granted, but there is no reference in the study to this at 
all.” Iam at a loss to understand this observation, since I noted in my reading 
of the report that there is continual mention of the total number of applications 
granted, together with percentage figures on approvals. The authors’ em- 
phasis was on numbers granted and, again, I would refer you to the findings 
of fact. As I indicated above, the 1956 figures of 315 applications may not be 
“alarming” but surely it is worthy of note and merits the concern of all inter- 
ested in the motor-carrier industry. 

Concerning the concept of competition and concentration in the industry, I can- 
not agree with your view that the report contains no information indicating 
anything other than “healthy growth.” A drop in the number of carriers from 
26,000 to 18,000 during a period when total revenues rose over 500 percent from 
$909 million to $4,737 million—particularly in an industry in which it is agreed 
there are no great economies of operation inherent in bigness—strikes me as 
worthy of public discussion. I assume that your belief that a decrease to 18,000 
carriers was healthy does not mean that you feel a further decrease to 10,000 
would be even more beneficial to the industry and the public. You may recall 
that a former member of the ICC testified at our hearings last year to the effect 
that if the present trend in the motor-carrier industry continues, “informed 
prognosticators” predict that before long all of the motor freight in the country 
will be handled by 200 carrier systems. The data presented by the authors of 
the report seem to me to point inescapably to an increasing concentration of 
control in the dominant companies in the industry. As you know, one of the 
committee’s prime concerns is the failure of small businesses to share in the 
general economic growth of the country—in fact, it was the complaints of small 
truckers which gave rise to our interest in the subject and prompted last year’s 
hearings. 
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You have criticized the authors of the report for “antipathy toward the regula- 
tion of a basic public service.” I must confess that I have reexamined the galley 
and find nothing to support such a conclusion, and certainly there are no recom- 
mendations to that effect. What I believe the report shows is that there is an 
apparent disinterest or unawareness on the part of the ICC of the significance 
of concentration in the industry. Indeed, it may well be that the authors would 
urge a more vigorous regulation of this aspect of the industry’s activities. In 
any event, it seems obvious that there should be a conscious and known policy— 
hopefully this report will stimulate consideration of the issue by the appropriate 
bodies. 

In your letter you have interpreted the data presented in the study, and though 
I might well disagree with some of the conclusions you have drawn from the 
basic information, it occurs to me that the significant point is that there is now 
available some valuable data for study and analysis. I can assure you that if it 
should ultimately be established from the material presented in the study that 
the industry is stronger than ever before, that the shippers’ interest is appro- 
priately met, and the public interest is being served by the actions of the ICC 
in this field, I would not regard the report as a waste of time and money. The 
survey makes no recommendations, but leaves that responsibility to Congress 
and the Commission, where it properly belongs. 

As you have probably gathered by now, I feel that the report makes a valuable 
contribution to existing knowledge about an important aspect of a great in- 
dustry, and should be made available to the Government agencies and the general 
public. I do not construe your letter to be a request that the committee formally 
consider whether the study should be published—if I am incorrect on that 
score, I shall appreciate your so notifying me promptly. In the event you still 
feel that any useful purpose would be served by incorporating your letter of 
April 10 and this reply in the published report, I will, of course, be glad to do so. 
Once again, let me express my gratitude for the thoughtful consideration you 
have given the study. I am certain that the form and content of our reports 
profit from such vigorous review. 

Sincerely, 
JOHN SPARKMAN, Chairman. 


IV. Letter from Senator Schoeppel to Senator Sparkman 


APRIL 29, 1957. 
Hon. JoHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
Senate Office Building, Washington, D. C. 


Dear JoHN: I have your letter of April 16 in answer to mine of April 10, in 
which I commented on the draft of the “study” by the staff of this committee. 

First, let me say that I most certainly object to the printing of this so-called 
study. The committee should formally consider whether it should be printed 
and published at all. As I stated in my letter of April 10, I feel it serves no 
useful purpose and is a waste of taxpayers’ money. 

This is particularly so because, at the outset, you admit that to describe the 
number of mergers in the trucking industry since 1950 “alarming” is a serious 
misstatement of fact. This hits the very genesis of the study. That the staff 
is now trying to derive some comfort for this wild conclusion by stating that 
315 (15 more than I accepted as a round figure) applications were filed in 1956 
means nothing, since anybody can file an application. The other conclusions 
are similarly unreliable. To be worth anything a true study requires thought- 
ful care, calmness, and objectivity. 

The very figures and facts upon which the authors of this proposed document 
rely contradict their conclusions. It is either simple and unadulterated propa- 
ganda for their theories or the insubstantial pronouncements of a couple of 
schoolboys who are Overcome with their preconceptions. How any reasonable 
study in the light of the admitted figures and facts can conclude that “The 
euthanasia of the small trucker proceeds apace” is beyond comprehension. Cer- 
tainly, the use of such expressions as “dramatic,” “alarming,” ‘momentous,” 
and so forth, are shallow attempts to command attention for this effort. 

Significantly. the staff does not report whether, even in the relatively few ap- 
plications granted, a single acquisition was approved which actually lessened 
competition. It has been my general understanding that in these cases the 
protests are generally on the ground an acquisition will increase competition. 
Yet. the generalization is made which implies that these acquisitions are “com- 
petitively significant.” Clearly, if the acquisition is merely an extension of the 
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operations of the purchasing carrier for the purpose of decreasing empty return 
mileage or reducing overhead, and not the absorption of a competitor, the con- 
clusions are superficial and meaningless. 

You mention a drop in the number of carriers from 26,000 to 18,000. Person- 
ally, I have never seen any official figures stating that as many as 26,000 motor 
carriers were ever certificated by the ICC, but, assuming that this figure is true, 
and further assuming, for the moment, that every one of the 1,461 section 5 
applications had been granted, how could mergers possibly account for this drop 
in the number of carriers? 

Perhaps the authors of this study show their real mental approach (on p. 9) 
when they say: “the trucking industry has long been thought to epitomize the 
classic model of ‘perfect’ competition.” ‘They might find the answer to this drop, 
if it exists, in the attrition which comes from the functioning of this “perfect” 
competition. It certainly nullifies the conclusion that: “If giantism and oli- 
gopoly come to the trucking industry, this will not be the result of natural eco- 
nomic forces but of a benign tolerance, if not active promotion, by the Interstate 
Commerce Commission.” 

To sum up, this so-called study admittedly was hinged on hearsay: It quotes 
a statement by a former member of the Interstate Commerce Commission, as 
follows: “If the present trend in the motor-carrier industry continues, informed 
prognosticators predict that, before long, all the motor freight in this country 
will be handled by 200 carrier systems.” Using the figure of 1.67 percent, which 
shouid not be doubled as you suggest, because if 1 carrier purchases another 
only 1 would disappear, if this statement were taken at its face value, it would 
take 60 years to reach the result predicted by the “informed prognosticators.” 
This would not take into consideration additional grants of certificates each 
year. This clearly shows how ridiculous the generalizations in this study are. 
Need I say more? 

I renew my request that this study should not be published. I deplore the 
waste of taxpayers’ money involved in putting it together. If, however, it is 
printed I request that this exchange of correspondence between us be made part 
of the report. 

Sincerely, 
ANDY. 
V. Letter from Senater Sparkman to Senator Schoeppel 
May 3, 1957. 
The Honorable ANDREW F. ScHOEPPEL, 
United States Senate, Washington, D.C. 

DEAR ANDY: So that you may be kept informed about the committee's actions 
concerning the staff report on the trucking industry, I am enclosing a copy of a 
letter I have just sent to all the members of the committee. You will note that 
I am hopeful that we may come to a decision on this matter within the next 
week. 

With best personal wishes, I am 

Sincerely yours, 
JOHN SPARKMAN, Chairman. 


VI. Letter from Senator Sparkman to Senator Long 
May 3, 1957. 
The Honorable Russet. B. Lona, 
United States Senate, Washington, D.C. 

DeaR Rvussett: On April 10, Senator Schoeppel wrote a letter to each of the 
members of the Small Business Committee expressing an opinion that a staff 
report prepared on the motor-carrier industry should not be printed. A week 
later, I replied to Senator Schoeppel and sent you a copy of my answer in the 
hope that this disagreement could be resolved. 

Several days ago, however, I received a further letter from Senator Schoenpel 
reiterating his opposition to the contents of the staff report and again request- 
ing that the report not be made public. Unfortunately, I cannot agree with him 
on this matter, since I feel that Dr. Adams and Dr. Hendry have done a good 
job in bringing together statistics which have never before been 2vailabie, either 
to the Interstate Commerce Commission which must regulate the trucking 
industry or to those interested in this subject. Incidentally, all the raw figures 
contained in the report were obtained from Edward R. Jelsma, Director of the 
ICC’s Bureau of Transport Economics and Statistics, through the cooperation 
of the members of the Commission. 


95504 57—_—5 





60 TRUCKING MERGERS AND CONCENTRATION 


In addition to the statistical tabulations, the authors screened some 1,461 ap- 
plications for purchase or merger authority and analyzed Commission action 
in approving or rejecting those applications. Here again, I feel strongly that 
these staff members performed a useful task and one which should prove of 
value to the members of the Interstate Commerce Commission and to owners of 
truck lines, the great majority of whom are small. 

It is possible that all of us might not have interpreted these data in the same 
way that Drs. Adams and Hendry did. As a matter of fact, that is why I felt 
that this should be a staff study with a specific disclaimer stating “the com- 
mittee cannot and does not assume responsibility for the accuracy or com- 
pleteness of the facts contained in the study, and similarly, the conclusions, 
opinions, and recommendations made in the report are not necessarily those of 
the committee or of the chairman.” This is the traditional foreword to any 
staff study published by any Senate committee, I think, and most, if not all, 
committees utilize staff studies to throw light upon such areas. Therefore, 
this is by no means a novel step. 

Since Senator Schoeppel has asked for a committee vote on whether to publish 
this staff study or not, I am, through this letter, asking for your opinion on the 
matter. If the majority approves publication, I shall certainly agree to his 
request that his letters be included as a part of the report. If you desire, I shall 
be happy to provide you with a page proof of the proposed staff report. I would 
like to settle this matter within the next week. 

With warmest personal wishes, I am, 

Sincerely yours, 
JOHN SPARKMAN, Chairman. 

The Cuatrman. I understand Mr. Clarke has something to say. 


Mr. Cuiarke. Yes, Mr. Chairman. 


STATEMENT OF OWEN CLARKE, CHAIRMAN, INTERSTATE 
COMMERCE COMMISSION 


I just have a couple of corrections I would like to make in my 
testimony of yesterday. 

First of all, on page 5 of my prepared statement, about two-thirds 
of the way down the page, line 9 from the bottom, the statement is 
made, “About 98 percent of these unifications were approved.” “98” 
should be corrected to read “90 percent.” 

The CuarrmMan. 90? 

Mr. Crarke. Yes; “About 90 percent of these unifications were ap- 
proved,” rather than 98 percent. 

Secondly, in response to a question from Mr. Stults yesterday, I 
incorrectly stated that all of our motor-carrier statistics were com- 
piled on the basis of class I, II, and [JI carriers. As a matter of fact, 
that statement was in error. We do compile some statistical tables on 
a few selected aspects of the motor-carrier industry with a separate 
breakdown for larger carriers—those having gross revenues of over 
$2,500,000. I would like to have the record show that correction. 

Mr. Sruurs. One other point, Mr. Chairman. Do you have your 
statement with you? 

Mr. Cuarke. Yes; I have. 

Mr. Srutrs. On page 18, at the bottom, you quoted, I think, from 
the Adams-Hendry study and you said, “ * * * 37 high-cost carriers 
(under 60 cents) * * *” I think the next-to-the-last word on page 18 
should be “over.” The quotation from the Adams study states “over.” 

Mr. Ciarke. What page is that on in the study ? 

Mr. Sturrs. Page 149. (See appendix, p. 379.) 

The Cuamman. As a matter of fact, 1 think if you read your 
statement it is apparent. 
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Mr. Cuarke. Yes. That is a typographical error. That should be 
“over,” just at the end of the page. 

Mr. Srutrs. Yes. 

Mr. Cuarxe. It purports to be a direct quotation from the Adams 
study. 

The Cuarrman. Is that all? 

Mr. Ciark. Yes; that is the only correction I want to make at this 
time. 

The Cuarrman. Now, Dr. Adams has asked permission to make a 
short rebuttal statement. Following that we hope to have the panel 
discussion. I hope by that time we will have a good representation 
of the committee present. 


STATEMENTS OF DR. WALTER ADAMS AND DR. JAMES B. HENDRY, 
OF THE STAFF OF MICHIGAN STATE UNIVERSITY 


Dr. Apams. Mr. Chairman, again I would like to point out that 
this statement is made on behalf of Dr. Hendry and myself. It is a 
joint statement. 

Listening to Commissioner Clarke comment on the Adams-Hendry 
trucking report, we were reminded of Machiavelli’s instructions to 
Rafaelo Gerolami. Said Machiavelli: 

Occasionally words must serve to veil the facts, but this must happen in such 
a way that no one becomes aware of it, or if it should be noticed, excuses must 
be at hand to be produced immediately. 

Now, Mr. Chairman, grave charges were made yesterday by Com- 
missioner Clarke, which, as we shall demonstrate presently, reflect not 
only on the professional integrity of Dr. Hendry and me, but also on 
the credulity of this committee. 

We shall answer Commissioner Clarke’s critique of our report point 
by point. 

(1) Inits prepared statement, the Commission says: 

A reading of the staff report leaves one basic impression. It sets forth a 
philosophy that the national policy with respect to motor-carrier transportation 
should be one of unrestricted competition (p. 2). 

As previously stated, the philosophy of this report is contrary to the congres- 
sional intent (p. 4). 

In summary, the report is based on nothing more than the advocated trans- 
portation philosophy of the authors—a philosophy which is set forth as new 
and progressive, but is actually outmoded, discredited, and discarded. A return 
to such thinking would re-create the chaotic conditions so prevalent prior to 
1935 (pp. 4-5). 

* * * This view, however, is not based on the law as it is written, but on the 
law as the staff thinks it should be and on their evaluation of the evidence (p. 7). 

We challenge the Commission to point to a single sentence in this 
report where we advocate a policy idvaaannaeaiedl competition for the 
motor-carrier industry. We challenge the Commission to point to 
a single sentence where we express a philosophy contrary to congres- 
sional intent as expressed in the national transportation policy. We 
have said, and we now say, that the Congress entrusted the Commis- 
sion with the regulation, not the elimination, of competition. We 
said, and we now say, that the “public interest” which the Commis- 
sion is required to promote, comprehends, wherever possible, the main- 
tenance of competition. 
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We point to the majority opinion of the Supreme Court in the 
McLean case, on which the Commission places so much emphasis. 
al > oS 
Said the Supreme Court: 


Congress, however, neither has made the antitrust laws wholly inapplicable to 
the transportation industry nor has authorized the Commission in passing on a 
proposed merger to ignore their policy. Congress recognized that the process of 
consolidating motor carriers Would result in some diminution of competition and 
might result in the creation of monopolies. To prevent the latter effect and to 
make certain that the former was permitted only where appropriate to further 
the national transportation policy, it placed in the Commission power to control 
such developments. The national transportation policy requires the Commission 
to “promote * * * economical * * * service and foster sound economic condi- 
tions in transportation and among the several carriers; to encourage the estab- 
lishment and maintenance of reasonable charges for transportation services, 
without unjust discriminations [or] undue preferences or advantages * * *,” 
The preservation of independent and competing motor carriers unquestionably 
has bearing on the achievement of those ends. Hence, the fact that the carriers 
participating in a properly authorized consolidation may obtain immunity from 
prosecution under the antitrust laws in no sense relieves the Commission of its 
duty, as an administrative matter, to consider the effect of the merger on com- 
petitors and on the general competitive situation in the industry in the light of 
the objectives of the national transportation policy. 


That is the end of a quote from the Supreme Court in the McLean 
case. 

We also point to the report of Attorney General Brownell’s National 
Committee To Study the Antitrust Laws, which, after a thorough 
review of the cases, said at pages 267 and 269: 

* * * All other factors being equal, the policy of the antitrust laws would 
clearly favor competition by 2 [carriers] to service by 1. If, therefore, the 
statutory standard of “public interest” gives any effect at all to antitrust policy, 
in a case in which all other factors neutralize one another, it should require a 
regulatory agency to resolve such an issue in favor of competition rather than 
monopoly. 

a * ok * * * * 


yen in the areas where Congress has adopted the policy that “competition 
may [not] have full play,” we feel that unless Congress has expressly provided 
to the contrary, the regulatory guide consistent with the “public interest” as 
applied to mergers must “include the principles of free enterprise which have 
long. distinguished our economy.” It is no longer subject to challenge that 
“competition is a relevant factor in weighing the public interest.” 

The Supreme Court and the Attorney General’s Committee are 
agreed that competition is a component of the public interest. That 
is all we say in our report. If the Commission disagrees, it is they, 

not we, who are out of step. 

_ (2) The Commission accuses us of ignoring transfers under section 
212 (b) of the act. This we have done, stating at the outset of our 
report that we are concerned only with the administration of section 
5. This was done primarily because approval of mergers is virtually 
automatic under the Commission’s 212 (b) rule if less than 20 vehicles 
are involved. In other words, the Commission exercises virtually no 
discretion in those cases, and hence we were not in a position to judge 
its merger policy by studying the administration of that section. 
However, the Commission itself admits to the declining importance 
of section 212 (b) proceedings. At page 76 of its 70th Annual Report, 
the Commission states: 

The ratio of applications filed under those rules as to the total number of motor 
earriers has declined, however, from 1 for each 9 carriers in 1947 to 1 for each 
19 carriers in 1956. 
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Finally, and most important, the number of approvals under sec- 
tion 212 (b) has obviously not been sufficient to offset the impact on 
concentration of the approvals under section 5. As our report clearly 
shows, concentration has increased and the average market control 
exercised by the largest carriers has increased—despite the transfers 
under section 212 (b) 

(3) The Commission says that our report “virtually ignores” the 
fact that Commission “proceedings must be decided on the sole 
basis of the evidence submitted of record in each individual case” 
(p. 5). We agree that the Commission should decide each case on 
the merits of the record, but we say that the same standards ought 
to be applied uniformly and in a nondiscriminatory fashion in “all 

cases. We call for consistency in standards and criteria, not for 
uniformity of results. What we criticize is asking one set of appli- 
cants to prove that their merger is sommenen with the public in- 
terest” while saying to a different set of applicants “all we are in- 
terested in is that nothing be shown that your merger is contrary 


to the ponies interest.” We do not regard this as good administra- 
tion of law, nor as the dispensing of equity, nor as obeying the clear 


minilate of Congress. 

The Cuamman. Dr. Adams, I wonder if I may interrupt there. 
I wonder if you would explain just what the difference is. Whicl 
is more favorable to the applic ant? For the moment, I don’t amine 
see the distinction. Being “consistent with the public interest,” I 
maine, of course, is a positive criterion, and the other is “not con- 
trary to the public interest,” which is a negative. 

Dr. Apams. Well, Mr. Chairman, in practical terms—and I know 
that I am addressing a distinguished lawyer in saying this—it shifts 
the burde mn of proof. If the standard is “consistent with the public 
interest,” then the burden of proof is on the applicant. If you say 
the star ndard i is “not contrary to the public interest,” then the burden 
of proof is on the protestants. 

‘The CHatrrMan. I see that. 

Dr. Apams. And, as a practical procedural matter, this has great 
impact on the decision. 

The Cuatrman. The latter would be more advantageous to the 
applicants. 

Dr. Apams. No question about it, Mr. Chairman. 

The Cuairman. As far as shift of the burden of proof. 

Dr. Apams. That is quite correct. 

(4) Deviating from his prepared statement (transcript, p. 60), 
C h airman Clarke said unequivoe ally that the Commission in its an- 
nual motor-carrier statistics does not provide detailed information 
on carriers with annual revenues above $2,500,000. This simply is 
not true. We point to Interstate Commerce Commission, Transport 
Statistics in the United States for the Year Ended December 31, 

1954, Part 7, Motor Carriers, in which the Commission presents de- 
tailed data with respect to such carriers at pages 78-98 and 104-105. 
Yet Chairman Clarke denied before this committee that the ICC 
separates the $2,500,000 carriers out from the other class I carriers. 
He implied that the $2,500,000 cutoff point was of our choosing 
rather than a category established by the Commission itself. 

Again we say that we called carriers with annual revenues of more 
than $2,500,000 “giants” because (a) the ICC presents detailed infor- 
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‘mation on these carriers and seems to put them in a separate cate- 
gory from other class I carriers; (6) these carriers numerically con- 
stitute roughly 2 percent of all class I, II, and III carriers, which 
‘clearly sets them apart from the vast majority of all interstate truck- 
ing firms; and because (¢) under the Smal Business Act of 1953, 
‘carriers with receipts of less than $2 million are classified as “small.” 
We recognize, and so state in our report, that a carrier with $2,500,000 
revenues is not a “giant” in an absolute sense. Given the characteris- 
tics of the motor-carrier industry, however, such carriers are clearly 
“giants” in a relative sense. And that is the sense in which we used 
the term. 

(5) At page 7, Chairman Clarke charges, in effect, that the sample 
of 50 section 5 approvals—portrayed in table II of our report—gives 
misleading results. He notes that, in MCC volumes 57 to 60, a total 
of 125 approvals are printed, and that the entire “universe” of ap- 
provals could easily have been surveyed. He also charges that the 
1 item of $4,573,051 included in the sample used in the study distorts 
the average size of acquisition by “giants,” and was, therefore, pro- 
ductive of unrealiable results. 

To check the substance of this criticism, we have gone over 2 of the 
4 volumes in question, MCC 57 and MCC 59, to include all the items 
previously omitted from our sample. Time simply did not permit 
a further extension of our sample. The results of this additional re- 
search produced these results: 

Altogether, there were 65 section 5 approvals in volumes 57 and 59 
which were not included in our sample. Of these (a) 17 would have 
to be excluded because they were filed before 1950—the date at which 
our study begins; (b) 19 involved buslines or water carriers, and 
would also have to be excluded because we did not consider cases in 
these segments; (c) 7 could not be classified because the purchase 
prices were not clearly indicated in the opinions; and (d) this leaves 
22 approvals which could have been added to our sample, but were 
not, and, of these, 13 were for “giants” and 9 were for “others.” 

I don’t think the Commission can deny that. 

From such considerations alone it is clear that our sampling process 
resulted in better than 40 percent of the actual approvals which would 
be pertinent to the study. But what of the results of these additional 
22 approvals which could have been included? They show that the 
“oiants” paid an average — of $36,438 for operating rights, and 
$673,394 for operating rights with property. “Other” carriers paid 
an average price of $16,208 for tact rights, and $51,000 for op- 
erating rights with property. iminate, as does Chairman Clarke 
in his statement, the 1 large acquisition of over $4 million, the aver- 
age price of “giant” acquisitions of operating rights and property 
then becomes $339,886. ‘This Commission-corrected figure is approx- 
imately half the average purchase price in approvals excluded from 
our original sample, and indicates that our original estimate of the 
average size of “giant” acquisitions is far less misleading than the 
figure the Commission would substitute for it. In any event, the 
main point with respect to table IT is not vitiated by either finding, 
for its purpose is simply to show not only that the number of ap- 
plications and approvals is we asirge but the size of the approvals is 
also important. With or without the addition of approvals previ- 


ously excluded from volumes 57 and 59, the average size of “giant” 
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acquisitions is severalfold greater than the average size of acquisi- 
tions by “others.” 

(6) The Commission says that our table I purports to show 
“favoritism” for the “giant” group and “prejudice” against the other 
(p. 7). We say in our report on page 17 (see appendix, p. 231) that 
“the Commission approved an overwhelming majority of all section 5 
applications. Nevertheless, the batting average of the ‘giants’ was 
better than that of the smaller carriers.” We think this is a fair and 
accurate statement of fact. Beyond that, however, what is important 
is not only the number of mergers approved for the two groups, but 
their stze and their impact on concentration in the industry. ‘This is 
what we emphasize and what the Commission is evidently prepared 
toignore. Throughout, we present not one but many indicia by which 
to measure the nature, extent, and effect of the Commission’s merger 
policy between 1950 and 1956. It is on the basis of not one, but many, 
indicia that we find an increase in concentration, a relative increase 
in the average share of the industry controlled by the “giants,” and 
a relative decrease in the average share of the industry held by 
smaller carriers. The Commission does not, and cannot, effectively 
refute these findings. 

I am skipping the reply to point (7) and will submit a prepared 
statement on that subject. 

(8) And now, Mr. Chairman, we come to a shameful distortion 

The CuarrMan. Before you go on with that, what will (7) cover? 

Dr. Apams. Seven will cover the question which Commissioner 
Clarke raises on the dormancy cases and Hayes Freight Lines. 

The Cuarrman. And you will submit a statement on that? 

Dr. Apams. Yes, sir. I have to do some more research. We were 
up until 1 o’clock last night preparing this reply. There was hardly 
enough time. There were just the two of us. 

(The following was subsequently furnished for the record :) 

(7) Chairman Clarke, at pages 13 and 14 of his prepared statement, takes 
issue with our treatment of the “dormancy” question in section 5 cases. His 
criticism includes the specific charges (a) that we have neglected to consider 
the importance which the Commission attaches to “need” in deciding dormancy 
cases; (b) that we were in error in relying on the Federal Carrier Cases, 
volumes 10 and 11, as a source; and (c) that we selected cases therefrom in 
a way which biased the results. Specifically, Commissioner Clarke states that 
we omitted cases which were decided unfavorably to the “giants.” These 
charges, we submit, are not very persuasive. 

(a) That we have taken cognizance of the “public need” issue in dormancy 
cases is clearly apparent in pages 62-76 of our report (see appendix, pp. 280-303). 
What we criticize here, as elsewhere, is that the Commission applies different 
standards and criteria to cases involving similar sets of facts. Not only does 
the Commission appear to be vacillating and inconsistent as between large and 
small carriers, but also with respect to particular carriers in particular proceed- 
ings. With respect to Watkins Motor Lines, for example, the hearing examiner 
concluded that the rights in question had become dormant and that no need was 
shown for their revival (MC-—F-4819, discussed at pp. 287-289 of our report). 
At first, the Commission agreed with the examiner, concluding that vendor “has 
not been a real competitive factor as an operator under its rights” and that 
vendee’s “recognized ability to secure traffic, would afford keen competition 
within an area where no need has been shown for its service.’ [Emphasis 
added.] Wight months later, in the same proceeding, the Commission suddenly 
decided that vendor’s rights were not dormant after all, and that a public need 
existed for its service. Other cases, involving “giant” carriers, show the same 
willingness on the part of the Commission to reverse its hearing examiner and 
itself, and ultimately to approve the merger application. To repeat, our report 
simply emphasizes the fact that, depending on the case, the Commission tends to 
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attach variable importance to “dormancy” and “public need,” and never makes 
quite clear how much “public need” is sufficient to bring “dormant” operating 
rights to life again. 

(0) The logic behind our use of volumes 10 and 11 of the Federal Carrier 
Cases should be self-evident. This happens to be the most current reporting 
of motor-carrier decisions available to us, and thus enabled us to make the most 
up-to-date survey of the Commission’s merger policy in “dormancy” cases. 
Moreover, it is not true, as Chairman Clarke implies, that the Federal Carrier 
Cases consist largely of Commission opinions involving “giants.” By relying 
on this source, we used 6 opinions involving ‘giants’ and 8 opinions involving 
“other” carriers. 

(c) Finally, the exclusion of certain “dormancy” cases from our survey— 
which Chairman Clarke criticizes—does not vitiate our findings in any way. 
Had we included the 6 “dormancy” cases mentioned by Chairman Clarke, the 
results would show 8 approvals for the “giants” out of an 11-case total, and 2 
approvals for smaller carriers out of a 9-case total. As a matter of fact, if we 
had counted the Allmen case (MC—F—5677) as a “giant’’—because Allmen is under 
common control with a “giant’”—rather than choosing to count it among the small 
carriers, the totals would show 9 approvals for the “giants” out of a 12-case total 
(a 75-percent batting average) as opposed to 1 approval for “others” out of an 
8-case total (a 12.5-percent batting average). In any event, our treatment of 
the “dormancy” issue was concerned not so much with statistical generalizations 
as with a demonstration of the Commission’s vagueness, vacillation, and incon- 
sistency. The Commission seems to have applied different standards to different 
carriers, and different standards at different points in a proceeding with respect 
to the same carriers. This is a conclusion which a reading of the cases substan- 
tiates. It is a conclusion which no disinterested student of the record can 
challenge. (For a complete, up-to-date discussion of ail section 5 dormancy cases 
in Federal Carrier Cases, volumes 10 and 11, see appendix, pp. 280-303.) 


Dr. Apams. (8) And now we come to a shameful distortion—an un- 
conscionable attempt to mislead the committee. 

Mr. Chairman, we recognize that this is very strong language and 
we regret to use it, but I assure you it is appropriate in this case. 

On page 9 of his prepared text, Chairman Clarke says: 


Table VI also includes in its computations, in arriving at the figures for 1950 
and 1955, operating revenues of carriers which do not transport general freight. 
Indicative of this inclusion are Beardmore Transfer Line, Inc., who are haulers 
of heavy machinery ; Howard R. Williams, Inc., who are liquid petroleum haulers ; 
R. A, Conyes Tank Lines, liquid petroleum haulers: Midwest Transfer Co. of 
Illinois, who are building materials haulers; and Emery Transportation Co., who 
are contract carriers. 

The total figures are arrived at by adding the revenues of these specialized car- 
riers to the revenues of carriers of general freight. ‘These figures are then di- 
vided by the total operating revenues solely of carriers of general freight to arrive 
at the percentages shown. Time has not permitted computations to be made 
using the proper divisors. However, it is apparent on the face of it that the 
percentage increases of these carriers between 1950 and 1955, if correctly 
portrayed, would be substantially less than 6.84 percent as represented in the 
table. The figures in table VII are similarly inflated. Clearly, statistics com- 
piled under these circumstances are of little value. 


That is the end of the quote from Chairman Clarke. 

Now, we say this is a shameful distortion and a brazen attempt to 
mislead this committee. The fact is that the Commission itself fol- 
lows the practice of “lumping” all of a carrier’s revenue in one cate- 
gory—regardless of whether such revenue is derived from general 





freight or other types of hauling. We cite just one example: System 
Tank Lines, in 1954, was one of the largest petroleum haulers in the 
Nation—earning gross revenues of $7,203,583. When PIE merged 
with System in 1955, all of System’s revenues were added to the PIE 
total and listed by the Commission along with PIE’s general freight 
revenues. In other words, PIE appears in the Commission’s statis- 
tics as a carrier of general freight, but its total operating revenues for 
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1955 include approximately $7 million earned in the hauling of petro- 
leum. Yet, the Commission has the effrontery to charge us with in- 
flating st itistics for doing the identically same thing. The Com- 
mission is disingenuous enough to suggest that “statistics compiled 
under these circumstances are of little value.” 

Furthermore, the Commission in the above-quoted passage by Com- 
missioner C larke accuses us of including among carriers of general 
freight in table VI such contract carriers as Midwest Transfer and 
Emery. Yet, if you check footnote 5 in table VI and note its reference 
to Midwest and Emer y on page 30 of our report (see appendix, p. 245), 
you will find that it says: “Contract carrier and, as es excluded from 
revenue totals.” We cannot help but regard the Commission’s charge 
against us on this count as an unwarranted attempt to besmirch the 
profession: al integrity of disinterested scholars. We admit to possible 
errors of computation, but not to the flagrant misrepresentation which 
is here charged. 

I might add, Mr. Chairman, that possibly Commissioner Clarke did 
not knowingly say these things but merely passed on material that 
was handed to him by his staff. 

(As to the corporate affiliation between carriers in the Hayes group, 
appearing in table VI on page 30 (see appendix, p. 245) of the report, 
Drs. Adams and Hendry subsequently submitted the following state- 
ment :) 

While the corporate affiliation between Hayes and Emery and Midwest is 
only of academic interest—since the Emery and Midwest revenues were not 
included in the Hayes total—we wish to cite the evidence on which we based 
the inclusion of these two carriers in the Hayes control group. 

Our files indicate that David H. Ratner controls Hayes Freight Lines, Inc. 
(total operating revenues of $13,643,744 in 1955), and his brother-in-law, Joseph 
E. Grinpas, controls Southwest Freight Lines, Inc. (total operating revenues of 
$4,651,505 in 1955). Approved February 2, 1951 (57 MCC 312). Common con- 
trol, through management, of the two companies, one of which operates gener- 
ally east of the Mississippi River while the other generally serves a territory 
west of the Mississippi River, authorized by the Commission (57 MCC 312). 

Milton D. Ratner, brother of David H. Ratner, controls Midwest Transfer 
Company of Illinois (total operating revenues of $9,681,657 in 1955). Milton 
D. Ratner and his brother-in-law, Bernard A. Lipson, control the Emery Trans- 
portation Co. (total operating revenues of $10,257,990 in 1955). (See 57 MCC 808 
and 57 MCC 385.) (For the corporate affiliation between Emery and Midwest, 
see 56 MCC 59.) 

Dr. Apams. (9) The Commission says that we show an increase 
of only 1.4 percent in the concentration among the 25 lar gest automo- 
bile haulers between 1950 and 1955, and that we compare a 25- carrier 
total in 1955 with a 24-carrier total in 1950 (p. 10). This again is mis- 
leading, because, as our table IX on page 36 (see appendix, p. 251) 
of the report shows, the 11th, 12th, and 27th largest automobile haulers 
are under common control; the 13th, 20th, and 24th largest are under 
common control; and the 5th and 26th largest are also under com- 
mon control. Moreover, some of the common carriers in this field 
have acquired substantial contract carriers, also hauling automobiles. 
Most significant is the fact that the control groups portrayed in table 
IX were created almost exclusively as a result of mergers and acquisi- 
tions approved by the Commission between 1950 and 1956. Finally, 
it should be noted that we clearly warn the reader of our table VIII 
on page 35 of the report (see ap pendi x, p. 250) that we are comparing 
25 carriers in 1955 with 24 carriers in 1950. In view of the foregoing, 
we find it inconceivable that the Commission can claim that concen- 
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tration among automobile haulers has not increased between 1950 and 
1956. 

(10) As in the case of the automobile haulers, the Commission takes 
us to task for our analysis of the petroleum haulers (p. 11). Here 
again, though, our report on page 37 (see appendix, p. 252) says that 
table X portrays the declining share of the putieloanichaulnie revenues 
going to some of the largest carriers in the top 25. But we add that 
table X conceals the growing share of the entire trucking business 
going to these same companies. 

Table XI, the very next table on page 38 of the report (see appendix, 
p- 253), shows the conglomerate merger activity of the largest petro- 

eum haulers, and how they merged with carriers of general freight on 
a large scale. Thus, whereas the average 1950-55 growth rate for all 
class I common carriers (intercity) was 21.98 percent, Ruan’s growth 
rate during the same period was roughly 350 percent; Cantlay and 
Tanzola’s, 93 percent; and Rogers’, 95 percent. And this, in the 
Commission’s view, does not indicate a trend toward concentration. 

(11) The Commission regards the disappearance of 30 percent of 
the carriers between 1939 and 1954, and the concomitant increase of 
concentration among the 10, 20, 30, 40, 50, 75, and 100 largest of those 
remaining—not as a matter of increasing aggregate concentration 
but as a matter of “subtraction” (pp. 11-12). This amounts to saying 
that if 48 percent of the auto companies in the United States were to 
disappear overnight, thus leaving General Motors with a monopoly, 
this would not be a matter of increasing concentration, but merely a 
matter of subtraction. From some of the letters received by this 
committee, we judge that the small truckers currently being squeezed 
by ICC policies do not relish the prospect of being “subtracted” from 
the industry. 

(12) The Commission chooses to regard tables XIV and XV on 

age 41 of our report (cp. appendix, pp. 256-257) as merely showing 
“a, general increase in revenue for all sizes of carriers” (p. 12). How 
the Commission can take this ostrichlike attitude is incomprehensible. 
These are the Commission’s own tables, Mr. Chairman. They show, as 
clearly as anything can, that 5.63 percent of all class I, TI, ITI truckers 
earned 29.06 percent of the industry’s revenues in 1951, but that in 
1954, just 3 years later, only 4.7 percent of all carriers earned more 
than twice that percentage share; that is, 62.3 percent. This, we said, 
is a dramatic increase in concentration. We now reaffirm that state- 
. ment. 

(18) The Commission disputes our figures with respect to PIE’s 
growth between 1950 and 1955, primarily on the grounds that two 
of the acquisitions listed in our table VI had only been approved by 
the hearing examiner (p. 12). To this we say that the reader of 
table VI is clearly warned that the 2 acquisitions in question had no 
more than the hearing examiner’s approval (see footnote 2, table VI), 
and that the exact status of the 2 applications is further made clear on 

ages 48-51 of our report (see appendix, pp. 266-269). However, even 
if we assume that the two applications in question will be denied, 
PIE’s revenues between 1950 and 1955 would still have tripled. And 
roughly two-thirds of this clearly spectacular growth has to be at- 
tributed to mergers approved by the Commission during the period 
covered by the report. 
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(14) At page 13 of his prepared statement, Chairman Clarke ques- 
tions our findings that the Secmaeton has been inconsistent, par- 
ticularly where violations of the law have been found. This is not our 
point, however, for the inconsistency which is most undesirable is, 
simply, that in some cases the standard used asks: “Is the application 
consistent with the public interest?” This standard is in accord with 
the mandate of the act. In other cases, however, the Commission 
shifts the burden of proof, and the standard becomes: “Is there any 
showing that the application is contrary to the public interest?” The 
study contains instances of this shift in standards. (See appendix, 
pp. 345, 349, 353, and 371, for example.) 

Our report also contains a statement by Commissioner Mitchell 
which further substantiates this finding. The Commissioner, in com- 
menting on the decision with respect to one small carrier, said: 

This is a small operation. While I do not approve of the manner in which 
it was carried on, we have approved many larger transactions where certainly 
there was more justification for a denial than there is in this proceeding. I 
would reprimand the parties for the manner in which they carried on these 
transactions and approve the application. (See appendix, p. 277.) 

(15) At page 15 of his prepared text, Chairman Clarke points out 
large advantages accruing to household movers through affiliation 
with large, national vanline systems. This may or may not be true 
to the extent indicated by the Chairman, but, even assuming for the 
moment that it is largely true, why shouldn’t such advantages be made 
available to all movers as rapidly as they apply for them? Why 
didn’t these advantages apply when Wheaton, or Ballard & Skellet, 
or Von Der Ahe, or Howard first sought to expand and integrate to 
obtain return loads, as did their larger competitors? Once again, our 
criticism rests on a failure to understand just what basis the Com- 
mission used in deciding which household movers would be permitted 
to reap these advantages. 

(16) At pages 15 and 16 of the prepared text, Chairman Clarke 
claims that the reason for a reversal of Commission findings with 
respect to Allied Van Lines was due to the “obvious” reason that 
legally the Commission could not act on a proposal under a pooling 
application if the Commission felt it did not fall within the meaning 
of the term “pooling.” While this study is not primarily a legal one, 
this much is clear: At page 109 of our study (see appendix, p. 338) 
we cite five separate references from the Commission opinion which 
state that Allied’s operations underwent no substantial change from 
the operating arrangement established in 1928. Given this economic 
fact, it seems to us that it is unnecessarily legalistic and administra- 
tively inefficient to delay approval for over 4 years of an arrangement 
which is then found to be consistent with the public interest. If an 
operating arrangement is sound and in the public interest, it should 
be possible to validate it without lengthy and expensive litigation. 
It seems hard to believe that Congress intended that the act be applied 
in such a time-consuming and inefficient manner. 

(17) At page 16, Chairman Clarke explains the concentration of 
protests in a few large carriers as “obviously” due to their widespread 
interests in many regions. This may, indeed, have something to do 
with it. It seems equally obvious, however, that it requires funds to 
make continuing protests. More important, though, our study goes on 
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to indicate that most of the protests are against small carriers, not 
against large carriers, although large carriers, with wide interests 
of their own, are presumably even more likely to run counter to the 
interests of the protestants than do small carriers. And finally, most 
of the protests against small carriers seem to be associated with denial 
by the Commission of the small carriers’ applications. 

(18) At page 17, the Chairman of the Commission, Mr. Clarke, 
criticizes our study for minimizing items unfavorable to its thesis. 
As an example, he cites a drop of 5.63 percent in shares of total 
revenues which our study refers to as a “slightly smaller” proportion 
of total revenue, and for allegedly saying, in connection with table V 
that a 1 percent change is “highly important.” We wish to point out 
to the committee that at no time in the discussion of table V does our 
study refer to a 1 percent change as “highly important,” and we do not 
understand how this statement was attributed to us. 

We would like to say, however, that the importance of change is 
related to the size of the base against which a change is measured. 
For example, a drop of 5 percent in the degree of concentration, from 
85 to 80 percent may be cause for less concern than an increase of 5 
percent, from, say, 5 to 10 percent. 

(19) At page 18 of his prepared text, Chairman Clarke says that : 

The authors can claim only that the data they have presented fails to show 
conclusively that large firms are more efficient than small ones. But it is clear 
that they would like to leave the impression that large firms offer no advantage 
in this respect. 

We invite attention to page 87 of our report (see appendix, p. 315), 
where what we do say is this: 

* * * At the very least, there is nothing to support the belief that ever- 
increasing size is the only way to achieve cost reduction. 


And later: 


* * * the foregoing cost studies demonstrate that increased efficiency seems 
primarily related to better route utilization rather than size. Extension of 
average mileage seems to bring with it an increase in average loads and is, 
therefore, one way to achieve higher load factors. Mergers which result in 
larger average mileage may thus be accompanied by cost reduction, but this 
is not the only way to improve load factors. 

It is a gross distortion of our remarks, therefore, to state, as Chair- 
man Clarke has done, that we would like to leave the impression that 
large firms offer no advantage in this respect. We do show recent 
studies conclude that size alone is not the key to greater efficiency, 
and raise the question: Why doesn’t this factor receive greater atten- 
tion in Commission decisions? As economists, it is difficult for us 
to visualize a merger which will improve service to the public but 
which does not, at the same time, increase efficiency. 

(20) At page 19, Chairman Clarke criticizes our interpretation of 
Professor Roberts’ study, and states that since only 24 of the first 
57 firms listed in table XXX had average costs of less than 60 cents, as 
opposed to 40 of the last 57 firms which had average costs of less than 
60 cents per vehicle-mile, the table “refute[s] the conclusion of the 
authors.” 

We do not see how this refutes our conclusions, since it is not our 
study and we only report the conclusions of the author, Professor 
Roberts. But more to the point, the significance of these data lies 
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not in arbitrarily cutting the number of firms in the sample in the 

middle, but in plotting the average cost per vehicle-mile against firm 

size measured in assets. If it were true that lower average cost were 
related to size, in assets, then there would be a negatively sloping 
curve. These data are plotted in chart 1, page 152, of our report 

(see appendix, p. 382), and they reveal that the pattern is a step, and 

four of the smallest firms have the lowest average costs. The conclu- 

sion seems clear that small firms, too, can be eflicient, and that increas- 
ing size is not an inevitable route to lower average costs. 

(21) At the bottom of page 19, Chairman Clarke makes the point 
that mergers often involve sales by owners wishing to retire, or seeking 
to unload an unwanted legacy, or that they result. from attempts to 
improve route authorities. We do not dispute that these reasons lic 
behind many merger applications, but we wish to ee again 
that the very largest mergers involve large corporations whose pur- 
poses may be somewhat less mundane. 

We also show in the study itself that there are cases where small 
companies have sought to grow through merger and have been denied 
this privilege by the Commission. Their motives were to improve 
their routes, or acquire rights which someone wished to sell for the 
very reasons cited by Chairman Clarke. Our concern is that in cases 
just such as these the basis on which the Commission denied the 
application is not clear, not related to economic efficiencies which might 
be present, and not on the same standards applied i in other applications. 

(22) Finally, on page 20, Chairman Clarke states clearly the very 
points which we have sought to make in our study; that is, that: 

Not all large motor carriers are prosperous nor are all small operations un- 
profitable. Much is dependent upon the efficiency of management, the areas 
served, the commodities transported, and other factors. 

W ith this we heartily agree, and repeat again that more searching 
analysis of factors such as these should be mi ade in any merger applica- 
tion that comes before the Commission, and that standards encom- 
passing such considerations be well and clearly established, to be 
appled impartially to all applicants, large and small. 

In conclusion, we wish to state, Mr. “Chairman. that the major 
criticism of our study is this: It should have been made by the Com- 
mission, and made long ago, as part of a systematic appraisal of the 
impact which the Commission’s merger decisions have on the trucking 
industry. 

Thank you very much for your patience, Mr. Chairman. 

The Cuatrman. Thank you, Dr. Adams. 

Now, Mr. Clarke, will you and your assistants take your place 
around the table. 

Mr. Clarke, you may have occasion during this panel discussion to 
remark on statements that Dr. Adams made, but since you have not 
previously had a copy of it, you may want to file a statement with 
us later regarding it. 

Mr. Crarke. I would like to, Mr. Chairman. 

The Cuarrman. You may do so. 

(Subsequently, the following correspondence resulted: July 17, 1957, letter from 
Senator Sparkman, chairman, Senate Small Business Committee, to Mr. Clarke, 
Chairman, Interstate Commerce Commission, requesting five items of informa- 
tion; Mr. Clarke's reply thereto, dated July 26, 1957, together with enclosures: 
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and September 7, 1957, letter from Professors Adams and Hendry to Senator 
Sparkman, commenting on Mr, Owen Clarke’s letter of July 26, 1957.) 


UNITED STATES SENATE, 
SELECT COMMITTEE ON SMALL BUSINESS, 
July 17, 1957. 
Hon. OWEN CLARKE, 
Chairman, Interstate Commerce Commission, 
Washington, D.C. 


Dear Mr. CHarrMAN: During the course of the Senate Small Business Com- 
mittee’s 4 days of public hearings on the possible growth of concentration in 
the trucking industry, several questions were raised which the committee would 
like the Commission to answer. On behalf of the committee, I would like as 
complete replies as possible on the following points: 

(1) We would like to determine the number of applications filed under section 
212 (b) for the period between January 1, 1950, and June 27, 1956. We would 
also like to know the Commission action taken on these applications between 
January 1, 1950, and December 31, 1956. Would you also show how many of 
these decisions involved temporary authority if final action had not been taken 
by December 31, 1956? 

(2) At the hearings, it was stated that table XIV of the Adams-Hendry 
study was incorrect. Would you please supply the committee with a table com- 
parable to table XV, but for the year 1950? If the Commission does not have 
the data available on which to report for 1950, would you please supply it for 
the year 1951? 

(3) In answer to a question, you indicated you did not know whether the 
Commission had recommended legislation to the Congress to cope with the 
problem of carriers who separate earnings from terminals, lease of equipment, 
and the like. Could you tell us if the Commission has made such a recommenda- 
tion in the past, or if it is presently considering such a move? Do you personally 
favor such a check on the true financial picture of a regulated carrier? 

(4) During the hearings, you indicated that the Commission had “heard from 
many, many farmers over the country who decry the fact that there is so much 
instability in the rate structure and they yearn for the stability that the other 
branches of the industry have.” Would it be possible to supply the committee 
with copies of these letters, so that we may have a better understanding of the 
nature of the support for the agricultural exemption? 

(5) Also during the hearings, you stated that “there is a great deal of material 
that would be pertinent. Some of it has been furnished to the staff, but hasn’t 
been used because, aS we contended, it disproves their argument.” This is a 
serious charge and you were asked at the time of the hearings for concrete 
examples. At that time, the only example you cited was the Denver-Amarillo 
case, an example which was given by a Mr. Corbin. Would you please further 
identify Mr. Corbin, the Denver-Amarillo case, and what information the ICC 
gave the staff on that case? Would you please also give other examples support- 
ing your allegation? 

Senator Bible, as acting chairman of the committee last week, stated that 
the transcript of the hearing would remain open for 2 weeks for the purpose 
of receiving further evidence and for any supplemental! statement from you or 
from Dr. Adams. Therefore, we would like to have your replies to these ques- 
‘tions as soon as possible, so that the report may be amended wherever necessary 
and so that the hearings may be printed promptly. 

Thank you for your attention to these requests. 

Sincerely yours, 
JOHN SPARKMAN, Chairman. 


INTERSTATE COMMERCE COMMISSION, 
Washington, D. C., July 26, 1957. 
Hon. JoHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
United States Senate, Washington, D. C. 

DEAR CHAIRMAN SPARKMAN: This is in response to your letter of July 17, 1957, 
in which you ask for replies to several questions which were raised during the 
course of the recent hearings before the Senate Small Business Committee on 
the question of concentration in the trucking industry. 

My comments are confined, for the most part, to answering the questions set 
forth in your letter. 
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(1) There is attached hereto, marked “Exhibit A,” a tabulation reflecting (@) 
number of applications filed under section 212 (b) between January 1, 1950, and 
June 27, 1956; (0) action taken between January 1, 1950, and December 31, 1956, 
on applications filed under section 212 (b); and (c) a statement advising that 
there were no such decisions in which temporary authority was involved. 

(2) Attached hereto, marked “Exhibit Bb,” is a table comparable to table XV 
in the so-called Adams-Hendry report, but for the year 1951. This exhibit is 
based upon data which was readily available to the authors, and which should 
have been used instead of table XIV. We do not have data available upon which 
we could prepare a similar table for 1950. 

(3) I stated at the hearings that I did not know whether the Commission had 
ever recommended legislation to cope with the problem of carriers which sepa- 
rate earnings from terminals, lease of equipment, and the like. I find that no 
such recommendation has been made in the past. However, the question is a 
matter of current concern to the Commission. The problem involves the prac- 
tice of motor carriers in setting up affiliated companies to perform services or 
furnish facilities that normally would be performed by or furnished by the car- 
riers, such as repairing vehicles, furnishing fuel and tires, and supplying equip- 
ment and terminal facilities. These affiliated companies take various forms. 
In some cases they are subsidiaries (owned by the carrier), while in most cases 
they are owned by officers or stockholders of the reporting carrier. 

We do not question the propriety of affiliated companies, as such, since they 
produce tax advantages and afford more flexibility for inheritance purposes. 
Our objections stem from the fact that charges for services performed by these 
affiliates usually exceed what it would cost the carrier to perform the services 
or furnish the facilities, thereby overstating the carrier costs and understating 
its profit from carrier operations. This situation makes our ratemaking 
processes unduly complicated. 

A rulemaking proceeding has been instituted respecting this problem as indi- 
cated by the attached notices dated May 15, 1957, and July 2, 1957, marked 
“Exhibit C” and “Exhibit D,” respectively. 

The purpose of this proposed rule is to eliminate from the operating expenses 
related to the furnishing of transportation service, any excessive charges by 
affiliated companies, and to include such excess charges in a separate account 
not embraced in the group of accounts reflecting the cost of furnishing transporta- 
tion service. Thus the “net operating revenue,” which is a guide in determining 
the need for increased rates, will then reflect the net earnings from the furnishing 
of motor transportation service, exclusive of profits going to the affiliated com- 
panies. If this proposed rule is finally adopted by the Commission, and it satis- 
factorily accomplishes its purpose, there will be no necessity to recommend legis- 
lation. However, if the proposal does not correct this unsatisfactory situation 
the Commission will then, of course, give consideration to recommending legisla- 
tion to accomplish this purpose. 

You ask for my personal opinion on this overall problem. I believe it is im- 
perative that we have a true and complete financial picture of the carriers we 
regulate to perform our task effectively. 

(4) Your letter quotes a portion of my testimony to the effect that the Com- 
mission had “heard from many, many farmers over the country who decry the 
fact that there is so much instability in the rate structure and they yearn for 
the stability that the other branches of the industry have.’ On the same 
page of my testimony (p. 146), I clarified this statement by saying ‘Nobody is 
suggesting that there should be regulation of transportation of agricultural 
commodities when the title to the commodity is still with the farmer; that is, 
so long as he owns the commodity and is transporting it to market. No one is 
advocating regulation of that phase of the movement.” Further explanation 
is found on page 147, where I went on to say “* * * the second move, you might 
say, after the farmer has taken his product to market and it is bought by a 
produce merchant or a processor and then the next move from there on, the 
people involved in that would like regulation or stability of rates, and that is 
where the advocacy comes from.” One example of such advocacy is found in 
the letter of June 27, 1957, sent to all members of the board of directors of 
Florida Canners Association by the Growers and Shippers League of Florida 
(copy of which is attached, marked “Exhibit E”). Also attached, marked 
“Exhibit F,” is a copy of a letter written to Commissioner Anthony IF’. Arpaia, 
on October 15, 1956, during his chairmanship, by a member of the executive 
transportation committee of the National Council of Farmer Cooperatives, re- 
specting a resolution, a copy of which is attached to the letter to Commissioner 
Arpaia. 
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Other indications of trend of thought in this direction have been noted by 
some of the Commission’s field personnel in connection with interviews con- 
ducted by them relating to violations of our hours of service regulations, and 
in informal discussions such as the one in 1954 between an official of the Growers 
& Shippers League of Florida and the Director of our Bureau of Motor Carriers, 
in which the Director was asked to comment respecting the possibility of legisla- 
tion to establish some stability and responsibility among motor carriers engaged 
in transporting agricultural commodities. 

This matter of advocacy, however, goes beyond the processors. We recently 
received a communication from a Member of the Congress transmitting a letter 
from a constituent complaining about the lack of regulation. The constituent, 
who is a one-truck operator, transporting only exempt items, stated ‘‘* * * we 
have to do everything the big freight trucking compznies do, and still we have no 
10C permits, and we have no freight rates set by the ICC, and we have no 
protection from then [sic] at all. Still our freight rates are cheaper, and we 
ean haul only ICC exempt items. 

“Little by lettle [sic] the small-business man is being forced out of business. 
Last year I showed a $3,000 loss in my business, owning 1 truck and 1 
trailer * * *” 

This, in our opinion, clearly Gemonstrates that conditions are not as healthy 
nor as satisfactory, as the authors would lead you to believe, in the very field 
cited by them as an example of unregulated transportation. A copy of the 
letter. as we received it, is attached, marked “Exhibit G.” 

Other letters in support of my statement in this connection are attached as 
exhibits H, I, and J. 

(5) This question also quotes a portion of my testimony where I stated “there 
is a great deal of material that would be pertinent. Some of it has been fur- 
nished to the staff, but hasn’t been used because, as we contended, it disproves 
their argument.” Possibly one of the most outstanding examples of material 
furnished to the staff, but not used, was the statistical data that wonld have 
made the comparison of table XIV and table XV an accurate comparison. 
I refer you to table I on page 4 of statement No. 531, the source material cited 
as the basis for table XIV, page 41 of the Adams-Hendry report (see appendix, 
p. 256). Even though the figures shown in table I are preliminary (rather than 
actual figures as used in exhibit B attached) they would have, if included in 
table XIV of the report, provided a sounder basis for comparison with table XV, 
than a table which completely excludes class I carriers. The totally incorrect 
statement made under item No. 4 at the top of page 42 of the report (see appendix. 
p. 258) that “* * * 5.63 percent of all carriers in 1951 earned 29.06 percent of the 
industry’s total revenues, whereas by 1954, only 4.7 percent of all carriers earned 
more than twice that percentage share, i. e., 62.3 percent,” is indicative of a 
method of report writing which first sets forth the conclusion and then seeks some 
means Of supporting it. As the table we have attached thereto, marked “Exhibit 
B,” demonstrates, there is a great deal of material that would be pertinent to an 
accurate report on this subject. 

At no time were we ever advised that the authors were seeking data or mate- 
rial for the purpose of making the report in question. We were not even aware 
of the fact that such a study was being made. This raises the question in my 
mind as to whether or not there was a conscious effort on the part of the 
authors to conceal the fact. At all times, however, Commission personnel have 
stood ready to cooperate in providing whatever information was requested by 
Drs. Adams and Hendry. 

The example which I cited at the hearings related to the Denver-Amarillo 
Express case, docket No. MC—105265. The history of this case provides a con- 
crete example of a small carrier effecting mergers despite the active opposition 
of “giant” carriers. This case was brought to the attention of Mr. Walter 
Stults, the committee’s staff director. In fact, one of our hearing officers, Mr. 
Alvin L. Corbin, had the benefit of reading a letter addressed to Mr. Stults, dated 
October 10, 1956, which outlined the history of this carrier. Yet, in spite of 
this and other evidence which is being furnished in another letter, the “double 
standard” charge was injudiciously brought against the Commission. 

One further matter which I wish to commend to the particular attention of 
the committee and which I deem to be of vital importance to any evaluation of 
the Adams-Hendry report is the use of total corporate revenues and expenses 
as a means of measuring the effect of consolidations and mergers on concentra- 
tion in the industry. 
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With respect to the scope of the study, Dr. Adams replied, in response to a 
question by Senator Thye, “Senator, our study is a very limited study. All we 
had an opportunity to do and this was a great deal, I might add, was to study 
the section 5 applications which dealt with mergers. We did not make a detailed 
study of extension applications and new applications. I think that ought to be 
done and they would be a very vital bit of evidence to have * * *.” At another 
point in his testimony, in answer to a question by Senator Schoeppel as to how 
merger and consolidation revenues were separated from total revenues shown 
throughout the report, Dr. Adams stated: “Well, that almost is impossible to 
do * * *.” In other words, the figures and tables used throughout the report 
reflect revenues and expenses arising out of transactions other than consolida- 
tions and mergers, such as extensions of authority, as well as the increase in 
revenues attributable to normal business expansion. If Dr. Adams considered 
only mergers and consolidations in his report, how can he arrive at sound con- 
clusions based upon figures which included revenues and expenses other than 
those resulting from consolidations and mergers. The answer is obvious—it 
simply cannot be done. 

It is requested that this letter and the accompanying exhibits be made a part 
of the record in this hearing. 

Sincerely yours, 
OWEN CLARKE, Chairman. 
Exuisir A 


(a) Number of applications filed under sec. 212 (b) between Jan. 1, 1950, 

and June 27, 1956___--_- } tid tb aRese cure, tates 
(¥) Action taken between Jan. 1, 1950, and Dec. 31, 1956, on applications 

filed under sec. 212 (b): 


PAteG) > sete too eee eed ee ee 7, 347 
Denied *eridinntionnd*1 i Jo eh ee al 1, 333 
(c) Number in which temporary authority was involved________________- * None 


1No separation has been made between those denied and those dismissed, and such a 
determination would require examination of each case. A substantial number, perhaps 
as much as 40 percent, were dismissed (@) because found subject to sec. 5, (b) at the re- 
quest of applicants, or (c) for failure to prosecute. 

2'The law contains no provision for granting temporary authority pending disposition 
of an application filed under sec. 212 (b). 


ExHibsit B.—Distribution of firms and operating revenues, classes I, II, and III 
motor carriers of property, 1951 


| 
| 


Number of firms | Operating revenues 


Revenue division 
Number | Percent of | Amount Percent of 





| total (million) total 
Sor sab itesé. wit eertqal OTR.) 14 | di minncdt th Ta bi. 
Class T: | 
Over $10,000,000 atte 4 : : 28 | 0.1 $492. 3 11.8 
$5,000,000 to $10,000,000. ; 76 .4| 513. 1 2.3 
$1,000,000 to $5,000,000 | 620 | 3.2 | 1, 333.8 32.0 
$200,000 to $1,000,000 __. cease } 1, 460 7.4 | 719.1 | 17.3 
— - —— —E =_— 
Class I subtotal. ____- j “ ‘ 2, 184 11.1 | 3, 058.3 | 73. 4 


Classes IT and IIT: 


$200,001 and over _- i ; ORS 5.0 | 322.8 37 
$100,001 to $200,000__ | 2, 627 13.3 | 366. 5 | 8.8 
$50,001 to $100,000. 2. 976 15.1 217. 5 | 5.2 
$25,001 to $50,000 3, 496 17.7 126.1 | 3.0 
Up to $25,000 7, 449 37.8 78.0 | 1.9 

Classes IT and IT) subtotal__.....__-- ado 17, 536 88. 9 1,110.9 %. 6 

WE, ous onesie Sisal 19, 720 100.0 4, 169. 2 | 100. 0 


95504—57——_6 
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ExHrsit C 


INTERSTATE COMMERCE COMMISSION 


Washington, D. C., May 15, 1957 
No. 32155 


Unirorm SysTEM oF Accounts For Crass I ComMMON AND Contract Motor 
CARRIERS OF PROPERTY 


(49 C. F. F. 182, 184) 


NOTICE OF PROPOSED RULEMAKING 


Notice is hereby given pursuant to provisions of section 4 (a) of the Adminis- 
trative Procedure Act that the Commission has under consideration the matter 
of modifying the uniform system of accounts for class I common and contract 
motor carriers of property to insert the following new and additional account 
and related instruction: 

(1) Sec. 182.01-29 Services provided by associated companies. (a) Charges 
to primary accounts under account 4000, “Operation and maintenance expenses” ; 
account 5000, ‘“‘Depreciation expense”; account 5100, “Depreciation adjustment” ; 
account 5150, “Amortization chargeable to operations’; and account 5200, 
“Operating taxes and licenses”; for rental of vehicles, terminals, and 
other structures, and for supplies, materials, and services, furnished to 
a carrier by an associated company shall not exceed the actual cost to the asso- 
ciated company. The portion of any such payment which exceeds actual cost 
incurred by such company, representing overhead expenses, return on investment, 
or profit, shall be charged to account 7450, “Other expenses—Associated Com- 
panies.” 

(b) For this purpose actual cost to the associated company shall be only the 
direct labor and material cost of providing operating supplies, or of repairing 
equipment and other facilities if the lessor assumes the maintenance, plus an 
allowance for taxes which are assumed by the vendor or lessor. Depreciation 
charged to “Operating rents or purchased transportation” expense accounts shall 
not exceed charges computed by the straight-line method applied to the cost 
of the rented property. 

(c) Associated companies, for purposes of this instruction, shall include those 
controlling, controlled by, or under common control with the carrier, as those 
terms are used in section 182.00—-(f) (2), whether control is exercised by means 
of or through the carrier’s officers, directors, or stockholders, if incorporated ; 
the owners or partners, if not incorporated; or the wives, relatives, or agents 
of such officers, directors, stockholders, owners, or partners. 

(d@) Carriers shall maintain records in detail supporting the apportionment 
required by paragraph (a) of this instruction, and charges for supplies, ma- 
terial, services, and depreciation, which are not fully supported in this manner, 
shall not be included in operating expense accounts. For purposes of adminis- 
tering this provision all accounts, books, records, memorandums, correspondence, 
and other documents of an associated company which refer or relate to, or in 
any manner influence, the computation of such charges will be deemed relevant 
to such company’s relation to and transactions with the carrier, and shall be 
made available to duly authorized representatives of the Commission to be in- 
spected and copied. 

(2) Sec. 182.7450 Other erpenses—Associated companies. This account shall 
include all payments to associated companies for rents, materials, supplies, and 
other services as defined in section 182.01-29 Services provided by associated 
companies, which exceed amounts chargeable to primary operating expense ac- 
counts under provisions of that section. 

(3) When an order is entered prescribing the foregoing new and additional 
account and related instruction, appropriate cross reference to the provisions 
thereof will be inserted in the primary accounts for operating rents, purchased 
transportation, depreciation, and other expenses as may be necessary. 

(4) By provisions of section 184.2, all class II motor carriers of property will 
be required to comply with any order modifying class I accounts in part 182. 

Any interested person may on or before July 1, 1957, file with the Commission’s 
secretary written views or suggestions to be considered in this connection, and 
may request oral argument thereon. After consideration of representations so 
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received, and with such changes as may be found warranted because of them, 
an order will be entered making the modifications effective after due notice to 
earriers which will be subject thereto. 

The proposed modifications are to be issued under authority contained in sec- 
tions 204 and 220 of the Interstate Commerce Act (49 Stat. 546, 563), as amended; 
(49 U. S. C. 304, 320), as amended. 

This notice will be published in the Federal Register. 


HAro.tp D. McCoy, Secretary. 


Exutsir D 
INTERSTATE COMMERCE COMMISSION 
Washington 25, D. C., July 2, 1957 
No. 32155 


UnirorM SYSTEM OF ACCOUNTS FoR CLASS I COMMON AND CONTRACT MOToR 
CARRIERS OF PROPERTY 


NOTICE TO ALL PARTIES 
(49 C. F. R. 182, 184) 


On May 15, 1957, the Commission issued a notice of proposed rulemaking in 
the matter of accounting by common and contract motor carriers of property 
for the rental of vehicles, terminals, and other structures owned by a company 
associated with a carrier, and for the cost of supplies, materials, and services 
furnished to a carrier by an associated company. The notice provided that any 
interested person could on or before July 1, 1957, file written views or sugges- 
tions to be considered in that connection (22 F. R. 3600). 

By its petition dated June 26, 1957, American Trucking Associations, Inc., re- 
quested extension of time to October 31, 1957, for filing responses in this pro- 
ceeding. Other responses timely filed have revealed widely differing views 
about the proposed rule, which should be reconciled before an order is entered. 
However, 4 months further delay has been found to be unreasonable, and the 
time for filing responses for consideration in this proceeding has been extended 
to and including August 30, 1957. 

This notice will be published in the Federal Register. 


Harorp D. McCoy, Secretary. 


ExuHrisit BE 


GROWERS AND SHIPPERS LEAGUE OF FLORIDA, 
Orlando, Fla., June 27, 1957. 


Letter sent to all members of the board of directors of Florida Canners Asso- 
ciation: 

This letter is being sent direct to you, with the consent of Mr. C. C. Rathbun, 
and for the purpose of obtaining an expression of opinion as to whether our 
transportation policy shall be changed and specifically whether we shall support 
in Congress a bill proposed by the National Association of Frozen Food Packers 
and agreed to by the railroads and American Trucking Association. 

Specifically, unless we receive in the office of Growers and Shippers League 
of Florida not later than Saturday, July 6, 1957, objections from 25 percent or 
more of the directors of Florida Canners Association, we shall continue to follow 
the heretofore adopted policy and shall support the proposed bill to (1) retain 
the motortruck exemption on fresh fruits and vegetables and (2) continue the 
nonexempt status of canned citrus fruits and juices and frozen citrus products. 
A copy of the proposed bill is attached to this letter. 

The subject is the agricultural exemption, stated in section 203 (b) (6) of 
the Interstate Commerce Act that nothing in such statute (other than those as 
to qualifications and maximum hours of service of employees and safety of 
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operation or standards of equipment) “shall be construed to include * * * motor 
vehicles used in carrying property consisting of * * * agricultural commodities 
(not including manufactured products thereof) if such motor vehicles are not 
used in carrying any other property, or passengers, for compensation.” 

The Supreme Court has said (100 L. Ed. 922) that “The victory in the Congress 
for the exemption was recognition that the price which the farmer obtained 
for his products is greatly affected by the cost of transporting them to the con- 
suming market in their raw state or after they have become marketable by 
incidental processing.” 

Consistently, since its first enactment in 1935, the Florida citrus and vegetable 
interests have strongly supported the necessity for the above agricultural exemp- 
tion insofar as fresh fruits and vegetables are concerned. During the same 
period, we have consistently agreed that canned goods and frozen citrus juice 
concentrates are not citrus in its natural state and cannot be hauled in exempt 
motor vehicles—other than privately operated trucks. In all of the many mat- 
ters that have arisen, we have followed that consistent position. 

At the last annual meeting of the transportation advisory council of Florida 
Canners Association, a resolution was unanimously adopted that: 

“It is the consensus of opinion of the traflic officials of its members that: (a) 
All motortruck transportation of Florida’s frozen and canned citrus products 
should be provided by the authorized carriers by motor vehicle, so far as may 
be, to the end that adequate, prompt, economical, and efficient service will be 
available at all times at the lowest possible cost consistent with the rendition 
thereof, and so that quality control of Fiorida’s citrus products may be con- 
trolied and maintained; (%) private motortruck transportation be used onl) 
when it is known that the proposed transpertation is the bona fide private trans- 
portation of the shipper or purchaser, with no semblance of subterfuge or evasion 
of any kind whatever.” 

A copy of the foregoing action of the transportation advisory council was 
brought to the attention of the board of directors of Florida Canners Asso- 
ciation and its members, but no formal action thereon has been taken by the 
board. 

in recent years there has been continued controversy over the interpretation 
and application of the agricultural exemption. Many suggestions and proposals 
for amendment and even the repeal of the agricultural exemption have been 
advanced. There is now pending before the Congress as H. R. 5823 a proposed 
bill, recommended by the Interstate Commerce Commission, to amend section 
203 (b) (6) so that it will read: 

“Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That clause (6) of section 203 (b) of the 
Interstate Commerce Act as amended (49 U. 8S. C., sec. 303 (b) (6)), is amended 
to read as follows: 

“*(6) Motor vehicles used in carrying property consisting of ordinary live- 
stock, live poultry, fish (including shellfish), or agricultural (including horti- 
cultural) commodities (not including manufactured products thereof or frozen 
foods) from the point of production to a point where such commodities first 
pass out of the actual possession and control of the producer, if such motor 
vehicles are not at the same time used in carrying any other property, or pas- 
sengers, for compensation. For the purpose of this paragraph the point of 
production for fish shall be deemed to be the wharf or other landing place at 
which the fisherman debarks his catch, and the point of production for agri- 
cultural commodities shall be the point at which grown, raised, or produced, 
or the point at which the fish or agricultural commodities are gathered for 
shipment.’ ” 

Florida cannot possibly live with that amendment; and we have vigorously 
opposed it. In that position, we are supported by fruit and vegetable interests 
throughout the United States, and by the national farm organizations. 

There is substantial ground for fear that some restrictive amendments may 
be made by the Congess. It is certain that the events of the last year have 
created great uncertainty as to the extent to which the present law goes and 
many questionable truck operations have developed and considerable litigation 
over the country instituted. In late April of 1956, the Supreme Court (Hast 
Teras Lines v. zen Food Express, 351 U. 8. 49, L. Ed. 917, 76 Sup. Ct. 574) 
affirmed a decision of a Federal district court in Texas, holding that fresh and 
frozen dressed poultry are exempt. Later, a United States district court >in 
the State of Washington (Home Transfer & Storage Co. v. United States, 141 
F. Supp. 599) held that certain frozen fruits and frozen vegetables were agri- 
cultural commodities, and not manufactured products thereof, and therefore 
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could be hauled by exempt trucks. At the last annual meeting of National Asso- 
ciation of Frozen Food Packers at Miami, the matter was discussed and debated, 
and the position was adopted that they did not want frozen foods to be exempt 
and preferred that the truck hauling be by regulated carriers. The position of 
various nationwide packers of canned goods generally is that canned goods are 
not now exempt and should not be exempt, but that because of competitive 
relationship they would consider requesting legislative exemption of canned 
goods if frozen fruits and frozen vegetables continued to be exempt. 

The railroads and the trucklines have indicated their approval of the Com- 
mission proposed restrictive amendment, H. R. 5823 quoted above, but also they 
have offered to compromise on the attached bill, which will have the effect of 
continuing our present exemption of fresh fruits and vegetables; continuing the 
present nonexempt status of canned goods and frozen citrus concentrate, and 
remove frozen fruits and frozen vegetables from the exemption as interpreted 
by the courts under the present law. 

In other words, the proposition is whether to fight it out with the railroads, 
trucklines, and Interstate Commerce Commission (and others supporting them) 
or whether to get the railroads and trucklines on our side by our support of the 
modified amendment (attached) prepared by the frozen-food packers, railroads, 
and American Trucking Associations. 

Our attorney recommends that we support the proposed modified bill (at- 
tached) for the purpose of maintaining the status quo as to fresh fruits and 
vegetables, canned citrus fruits and juices, and frozen citrus-juice concentrates. 
He has called our attention to the above facts, and also that we have actively 
participated in many proceedings before the Interstate Commerce Commission 
on the theory that our canned and frozen citrus products are not exempt, that we 
have succeeded in persuading the railroads to invest many millions of dollars 
in the new mechanically refrigerated cars and the trucklines to make consider- 
able investments in heavily insulated and mechanically refrigerated trailers, 
and that it is unlikely that further intensive investments in additionally needed 
facilities will be made if our products to be shipped therein should become exempt 
from regulation either through court interpretation or legislative action. 

Any questions regarding the matter will be given prompt consideration and 
answer. 

An early reply is needed, for it is essential that we inform the National Asso- 
ciation of Frozen Food Packers, the railroads, and the trucklines of our position 
at once and also that we be ready to take appropriate action before the Senate 
and House committees on the proposed bills. 

Very truly yours, 
GROWERS AND SHIPPERS LEAGUE OF FLORIDA, 
By Gorpon STEDMAN, 
Executive Vice President. 


Draft June 14, 1957. 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled: 

SEcTION 1. Clause numbered (6) of section 203 (b) of the Interstate Commerce 
Act is hereby amended to read as follows: ‘“‘; or (6) motor vehicles used in 
carrying property (when such property is not transported in the same vehicle 
with any other property, or passengers, for compensation) consisting of (a) fish 
(including shellfish) ; (b) ordinary livestock, as defined in section 20 (11) of this 
Act; (c) leaf tobacco (not including redried tobacco) ; (d) nuts (not including 
shelled peanuts) ; (e) live poultry and raw eggs when unshelled (not including 
frozen eggs); (f) domestic wool and mohair (not including cleaned or scoured 
wool or mohair) ; (g) fresh, pasteurized, fortified, standardized, or homogenized 
milk, cream, skimmed milk, buttermilk, or whey (including concentrated or 
condensed products thereof when shipped in milk shipping cans not hermetically 
sealed, or in bulk in tanks, but not including canned, churned, dried, or powdered 
milk, cream, skimmed milk, buttermilk, or whey, or other manufactured products 
thereof) ; or (h) other agricultural or horticultural commodities (not including 
manufactured, cooked, canned, frozen, powdered, dehydrated, evaporated, con- 
densed, concentrated, milled, or pearled commodities or products thereof, or 
chilled juices or fruit salads).” 

Sec. 2. There is hereby added to the Interstate Commerce Act a new section 
203 (ce) to read as follows: “Any person engaged before September 1, 1956, and 
continuously thereafter, in the business of transporting by motor vehicle in 
interstate or foreign commerce for compensation any commodity or commodities 
the carrying of which by motor vehicle was made subject to the provisions of 
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this part by the adoption of section 1 of this Act, upon application therefor in 
accordance with the provisions of this section and upon proof of such operation,. 
shall be granted a certificate if such operation was as a common carrier, or 
a permit if such operation was as a.contract carrier. Such application shall 
be made to the Commission in such form as it may prescribe and within ninety 
days from the effective date of this amendment. The filing of such application 
shall authorize applicant to continue in such business until the conclusion of any 
investigation or public hearing thereon, and until the Commission shall have 
acted upon such application. Upon due proof of the requisite operation herein 
specified, the Commission shall issue, without further proof, a certificate if 
applicant’s operation was that of a common carrier or a permit if applicant’s 
operation was that of a contract carrier. Any certificate or permit granted on 
such application shall authorize the applicant to continue in the business in 
which he was engaged upon the requisite date, operating in the same scope 
and on the same scale, in transporting the same specilic commodities between the 
same points or areas actually served by applicant. Any person who entered the 
business of transporting any such commodity or commodities since August 31, 
1956, and who was so engaged on the effective date of this section shall be 
granted upon application therefor within sixty days from the effective date of 
this section temporary authority to continue in such business pending final 
decision by the Commission of any application filed within ninety days from the 
effective date of this amendment for a certificate in accordance with sections 
206, 207, and 208, or for a permit in accordance with section 209 of this part.” 


Britt PROPOSED BY FROZEN Foop PACKERS COMMITTEE AND AGREED TO BY RAILROADS 
AND AMERICAN TRUCKING ASSOCIATION 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled: 

Section 1. Clause numbered (6) of section 203 (b) of the Interstate Commerce 
Act is hereby amended to read as follows: “; or (6) motor vehicles used in 
carrying property (when such property is not transported in the same vehicle 
with any other property, or passengers, for compensation) consisting of (a) fish 
(including shellfish) ; (b) ordinary livestock, as defined in section 20 (11) of 
this Act; (c) leaf tobacco (not including redried tobacco) ; (d) nuts (not includ- 
ing shelled peanuts) ; (e) live poultry and raw eggs in the shell (not including 
frozen eggs) ; (f) domestic wool and mohair (not including cleaned or scoured 
wool or mohair); (g) fresh, pasteurized, fortified, standardized, or homog- 
enized milk, cream, skimmed milk, buttermilk, or whey (including concen- 
trated or condensed products thereof when shipped in milk shipping cans not 
hermetically sealed, or in bulk in tanks, but not including canned, churned, 
dried, or powdered milk, cream, skimmed milk, buttermilk, or whey, or other 
manufactured products thereof); or (h) other agricultural or horticultural 
commodities (not including manufactured, cooked, canned, frozen, powdered, 
dehydrated, evaporated, condensed, concentrated, milled or pearled commodi- 
ties or products thereof, or chilled juices or fruit salads) .” 

Sec. 2. There is hereby added to the Interstate Commerce Act a new section 
203 (c) to read as follows: “Any person engaged before September 1, 1956, 
and continuously thereafter, in the business of transporting by motor vehicle 
in interstate or foreign commerce for compensation any commodity or commod- 
ities the carrying of which by motor vehicle was made subject to the provisions 
of this part by the adoption of section 1 of this Act, upon application therefor 
in accordance with the provisions of this section and upon proof of such opera- 
tion, shall be granted a certificate, if such operation was as a common car- 
rier, or a permit if such operation was as a contract carrier. Such applica- 
tion shall be made to the Commission in such form as it may prescribe and 
within one hundred and twenty days from the effective date of this amendment. 
The filing of such application shall authorize applicant to continue in such busi- 
ness until the conclusion of any investigation or public hearing thereon, and until 
the Commission shall have acted upon such application. Upon due proof of the 
requisite operation herein specified, the Commission shall issue, without further 
proof, a certificate if applicant’s operation was that of a common carrier or a 
permit if applicant’s operation was that of a contract carrier. Any certificate 
or permit granted on such application shall authorize the applicant to continue 
in the business in which he was engaged upon the requisite date, operating 
in the same scope and on the same scale, in transporting the same specific 
commodities between the same points or areas actually served by applicant. 
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Any person who entered the business of transporting any such commodity 
or commodities since August 31, 1956, and who was so engaged on the effective 
date of this section shall be granted upon application therefor within sixty 
days from the effective date of this section temporary authority to continue in 
such business pending final decision by the Commission of any application filed 
within ninety days from the effective date of this amendment for a certificate 
in accordance with sections 206, 207, and 208, or for a permit in accordance with 
section 209 of this part.” 

Nore.—It is possible that some change or deletions, unimportant to Florida 
citrus interests, may be made, such as omission of provisions regarding tobacco 
and nuts, and change in time for application for grandfather rights. 


ExHIbitT F 
OcTOBER 15, 1956. 
Hon. ANTHONY F.. ARPAIA, 
Chairman, Interstate Commerce Commission, 
Washington, D. C. 


DEAR COMMISSIONER ARPATA: AS members of the executive transportation com- 
mittee of the National Council of Farmer Cooperatives, John Burks, my assistant 
general traffic manager and I are planning to introduce and support the attached 
resolution at our coming meeting in Kansas City, November 29-30. 

Our purpose in sending this to you is to first inform you of our position and 
second to ask your advice in furthering the cause of correcting the unsatisfactory 
agricultural exemption. 

We have made an exhaustive study of the exemption—its history, operation, 
and misuse—and we are convinced that agriculture is actually being hurt by the 
present wording. It is absolutely untrue that freedom from regulation produces 
“low-cost transportation.” We move upward of 120,000 tons of fresh fruit and 
vegetabies every year and we know that lack of regulation in many instances 
actually produces higher costs because of the law of supply and demand operating 
when exempt trucks are scarce or tonnage high. 

In our minds there is no justification for having the exemption extend beyond 
the limits necessary to keep the American farmer out of the entanglements of 
regulation and to provide the flexibility necessary for the movement of fresh 
farm products. We think that the wording we are proposing will do that job. 
However, we would like your advice as to how we can get together the various 
factions affected by the exemption to get their concurrence on this matter. Would 
you consider it desirable for you as Chairman of the ICC to call a meeting of 
the interested people to discuss the proposition and draft a bill to be presented 
to Congress next session? 

Your valued advice and counsel will surely be appreciated. 

Cordially yours, 
Frank J. Barry, 
General Traffic Manager. 


P. 8.—We would appreciate your treating the resolution as strictly confidential 
for the time being because we naturally want the committee to first consider the 
matter before any publicity is given to it. 

F. J. B. 


RESOLUTION PROPOSED FOR ADOPTION BY THE NATIONAL AGRICULTURAL COOPERATIVE 
TRANSPORTATION COMMITTEE AT ITS ANNUAL MEETING IN KaNsas Crty, Mo., 
NovEMBER 29-30, 1956 


Whereas it was the intention of Congress and is our present intention that 
the agricultural commodities exemption as contained in section 2083 (b) (6) of 
the Interstate Commerce Act was to benefit the farmer ; and 

Whereas a large number of our member organizations and their farmer mem- 
bers need said exemption only on the initial movement from the farm and on any 
subsequent movement when the farm product remains in the identical form as 
when initially moved from the farm; and 

Whereas the existence of said exemption beyond the limits described immediate- 
ly above serves to unnecessarily weaken the regulated carriers and thereby raises 
the general level of regulated rates; and 

Whereas the members of our organization pay large amounts of freight to 
Such regulated carriers at such raised level of rates; and 
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Whereas such regulated carriers are being weakened at an increased rate 
as a result of recent court decisions as to what constitutes an unmanufactured 
agricultural commodity ; and 

Whereas such court decisions have jeopardized the continuance of the neces- 
sary and intended exemption for the farmer ; and 

Whereas it is eminently unjust and unfair that some agricultural commodities 
should be exempt and others not exempt simply because they undergo a processing 
which the courts choose to call manufacturing ; 

It therefore appears that .the present wording of said exemption is in some 
ways working to the detriment of the farmer and his cooperatives: Therefore be 
it 

Resolved, That this committee recommend the adoption of the following policy 
by the council: 

With respect to the so-called agricultural commodities exemption as con- 
tained in section 203 (b) (6) of the Interstate Commerce Act, it is hereby declared 
to be the policy of the National Council of Farmer Cooperatives that we favor 
the rewording of said section 203 (b) (6) so that the exemption will apply only 
to motor vehicles used in carrying ordinary livestock or motor vehicles used in 
earrying farm products on the initial movement from the producing farm in the 
United States or its possessions or any subsequent movement provided said farm 
products remain in the identical form as when initially moved from the farm. 

Respectfully submitted. 

JOHN W. Burks, A. G. T. M., 
The National Grape Cooperative Association, Inc. 


ExuHrsit G 


It is getting to the point to where a man can’t operate one truck without hiring 
a bookkeeper and attorney. You have no idea how much detail paperwork there 
is to owning one truck. It costs just as much and takes up just as much time 
as a million-dollar business. As I have said before, we have to do everything 
the big freight trucking companies do, and still we have no ICC permits, and 
we have no freight rates set by the ICC, and we have no protection from them 
at all. Still our freight rates are cheaper, and we can haul only ICC-exempt 
items. 

Little by little the small-business man is being forced out of business. Last 
year I showed a $3,000 loss in my business, owning 1 truck and 1 trailer. So 
far this year, I have borrowed from the Longview National Bank, $4,420. I 
borrowed from an insurance company, $836.85. I borrowed from the South- 
western Bell Telephone Co. Credit Union, $3,000. I have drawn out of the 
credit union all of my savings, and have drawn out of the bank all of my savings, 
and have cashed in all of my war savings bonds. I have bought since the first 
of the year, more than $16,000 worth of equipment to satisfy the ICC. All of 
this on credit, and am making monthly payments totaling more than $1,500 per 
month. I am still averaging just about 11 cents per mile for $35,000 worth of 
equipment, feeding the American family, by hauling from farm and packing 
shed to wholesale markets, and the housewife is paying more than she ever has 
for what she buys out of the grocery store, and the groceryman is not making 
the profit. The wholesale man, the big are making the profit, and the 
housewife is paying the bills, and no one in Washington is doing anything about 
it, and no one seems to care. 

I have right here by my desk a 100-pound sack of U. 8. No. 1 red potatoes. 
The smallest potato measures 314 inches in diameter; the largest measures 614 
inches in diameter. This sack of potatoes cost the wholesale man $2 and I got 
$1 for hauling them from Phoenix, Ariz. His total cost was $3 per sack. Out 
of my $1, I paid $43.99 for ice, and I paid the Federal tax, which is 3 percent, 
and, of course, the trucking expense and driver’s pay. This refused to 
pay the Federal transportation tax. Now, I have to pay it or go to a Federal 
prison. The ——— should pay it, but he refused to pay it, so I have to. The law 
says the consignee pays the transportation tax, not the trucker. But I am 
paying this, because the —— refused to pay it, and I have to show on my books 
that a tax was collected and paid. Is the ICC doing anything about this? The 
ICC forces the consignee to pay this tax on freight, but these can get away 











with anything. Ask your Department of Agriculture what the housewife is 
paying for this potato May 14, 1957, out of the grocery store. 
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I am in this business because I am not able to do anything else. I am in bad 
health because of the war, for which I am receiving no compensation, although 
90 percent of the in Gregg county are. 








ExHIsiIt H 


MOLAND Bros. TRUCKING Co., 
Duluth, Minn,, January 21, 1957. 

GENTLEMEN: I am quite concerned about the fact that our farm organiza- 
tions continue to ask for further elimination of restrictions on agricultural com- 
modities in section 203 (b) (6) of the Motor Carrier Act. . For the past several 
years, farm groups have continually worked to broaden items exempt under 
section 203 (b) (6). 

It is my opinion that the farm groups are taking a selfish position rather 
than a realistic position when they favor exemptions on farm produce beyond 
what was originally exempt under section 203 (b) (6) of the act. Common- 
carrier trucks were the first to help farmers open up the necessary markets for 
their produce. Common-carrier trucks originally placed the farmer in a position 
where he could get his produce to market fast and at a reasonable rate. Com- 
mon-carrier trucks placed the farmer in a position where he could sell his prod- 
uce at markets paying the highest prices. If it had not been for the common- 
carrier trucking industry from 1930 to 1945, the farmer would not be in the 
financial position he is today. All during those 15 years, the common-earrier 
industry leaned over backward to keep rates on farm produce to an absolute 
minimum. In the majority of cases it was back-haul traffic, and even though 
rates did not cover all out-of-pocket costs, they would cover the greatest portion 
of costs in returning such equipment to point of origin. 

Our industry continued to take care of the farmers’ transportation needs until 
after the war. Then fruitgrowers in the South and West needed fast, depend- 
able truck service to get their produce to market. Their volume was large 
enough so they encouraged individual truckowners to make application to haul 
their products. When these carriers found they needed back haul to exist, they 
prevailed upon the fruitgrowers and farm organizations to help them through 
the courts to have farm produce exempt so they would have a back haul. 

Farm organizations should be the first to recognize that if it had not been for 
the common-earrier trucks, the farmer would have been delayed years in getting 
to the position he now holds. Because so much farm produce is now exempt, the 
majority of such tonnage is now hauled by contract carriers, specific commodity 
earriers, and private carriers. When the common carrier loses this back-haul 
tonnage, he must look other places for return tonnage. If none is available, he 
has no choice but to raise his rates. When the common carrier is forced to 
raise his rates because of this unfair competition, the result is that the cost of 
producing and manufacturing goes up proportionately. This means that every- 
thing the farmer buys costs more. If farm organizations were really interested 
in protecting the future of the farmer, they should consider what is best for 
the farmer over the long pull and not just what he might gain over a short 
period. 

I happen to own two farms as well as being the owner of a common-carrier 
trucking business. It is my opinion that the average farmer is being hurt by 
exempting farm produce from regulation. This only helps a few big co-ops 
and large shippers of produce, and does not help the individual farmer. I 
am in a position to know this because I am on both sides of the fence, The 
common-carrier industry needs the backhaul of farm produce to keep their 
rates reasonable. If farm produce were kept under regulation, we would have 
a fair chance to get our fair share. We would then be in a position to better 
balance our movement in both directions, which would bring in sufficient reve- 
nue to cover costs of operation and result in lower freight rates. The result 
would be to the farmers’ benefit because of a reasonable rate on his farm 
produce to market and a reasonable rate on all merchandise and supplies he 
purchased. 

As it is now, most of the common carriers in the Midwest operate 25 percent 
of their miles empty. Their cost per mile is fixed whether they operate empty 
or loaded. In order to return sufficient money to cover costs per mile and make 
a reasonable profit, they are forced to raise their rates in the flow of traffic 
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to a point where the empty miles are subsidized. This, in my opinion, is not a 
very realistic or healthy situation. 

Apparently, farm organizations have taken the position that the farmer was 
benefiting from the cheaper rates he was getting when hauling his produce to 
market via unregulated carriers. If farm organizations took the time to check 
into such rates, I am sure they would find that the individual farmer does not 
benefit any from saving in rates. Any saving goes to shippers and whole- 
salers who ship their tonnage via unregulated carriers. They would also find 
in the majority of cases that they would get better service from a regulated 
earrier. You would find you would get better protection in case of accident 
or damage, aS common carriers carry the necessary insurance protection at all 
times. You would find the majority of common carriers have the type of 
equipment necessary to carry farm produce under the proper refrigeration to 
destination. Under present trailer-interchange arrangements between common 
carriers, the lading does not have to be transferred en route. You would find 
that most dairy tariffs in the Midwest provide for 2 or 3 pickups en route at a 
small additional charge so straight loads could be built up by making these 
additional stops. 

I am sure that all farm organizations recognize the importance of having a 
strong common-carrier industry capable of taking care of the transportation 
needs of the country during peace or war. The common-carrier industry cannot 
afford to continue to lose all farm produce that is now exempt as they need 
this tonnage to balance their movements and keep rates at a minimum. If 
something is not done soon by the farm groups to place agricultural commodities 
back under regulation, the common-carrier industry will be forced to continue 
raising rates on the 1. t. 1. traffic they now carry to a point where it could seri- 
ously affect the economy of this country. 

I sincerely hope that the farm organizations of this country recognize the 
seriousness of this problem and will take immediate steps to request the Com- 
mission to place all farm produce back under regulation except those items 
that were exempt originally under section 203 (b) (6). 

I would appreciate your comments on this matter. 

Sincerely yours, 
Moranpd Bros. TruckK1ne Co. 
H. T. Mo.anpn, General Manager. 
‘Copies to— 
Mr. F. G. Freund, secretary, ATA Committee on Transportation of Perish- 
ables by Motortruck, Washington, D. C. 
Mr. Ezra Benson, Secretary of Agriculture, Washington, D. C. 
Mr. Arpaia, Interstate Commerce Commission, Washington, D. C. 
Senator Edward J. Thye. 
Senator Hubert Humphrey. 
Representative John A. Blatnik. 
Representative Joseph O’Hara. 
Representative Walter H. Judd. 
Representative Roy W. Wier. 
Representative Fred Marshall. 


Exurstr I 


ARKANSAS RIcE TRAFFIC BUREAU, 
Stuttgart, Ark., October 22, 1956. 
Hon. Harotp D. McCoy, 
Secretary, Interstate Commerce Commission, 
Washington, D. C. 


Dear Mr. McCoy: We in the rice industry are rather disturbed with the deci- 
sion of the United States Supreme Court in the Dressed and Frozen Poultry 
case, and, with the three-judge Federal court for the New Jersey district in the 
Raw Shelled Nuts case. 

Information has reached us that some motor carrier has threatened to take 
milled rice into the Federal courts, contending that milled rice is not a manu- 
factured product of agriculture. 

Previous to the effective date of part 2 of the act, the rice-milling industry was 
considerably harassed with cutthroat motor-carrier competition vest-pocket rates. 
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If consistent, it will be appreciated if the Commission’s legal department 
will advise us should milled rice and its byproducts become embroiled in the 
Federal courts. 

Your advices will be appreciated. 

Yours very sincerely, 
©. C. DEHNE, Sr. 


ExuHursir J 


NATIONAL COUNCIL OF FARMER COOPERATIVES, 
Washington, D. C., June 12, 1957. 
Mr. C. C. DEHNE, Sr., 
Manager, Arkansas Rice Trafic Bureau, 
Stuttgart, Ark. 

Dear Mr. DEHNE: I received on May 22 your night letter expressing on behalf 
of Arkansas rice millers a desire to have milled rice and products thereof to be 
interpreted as a nonexempt manufactured product under section 203 (b) (6) of 
the Interstate Commerce Act. 

Your telegram stated that you understood the council was meeting in Wash- 
ington that week. Let me say that the meeting to which you referred, I believe, 
was a meeting of the council’s executive transportation committee, which is one 
of the standing committees of our organization made up of representatives from 
some of our member organizations. This committee met in Washington on May 
20-21. 

The council’s transportation committee, as well as the other standing commit- 
tees of the council, do not have the power to make policy on behalf of the council. 
These committees have the power only to recommend policies. 

The present policy of the council with respect to the agricultural-commodities 
exemption is set forth in a policy resolution adopted by the council delegate body 
at its 1957 annual meeting in Chicago. I am enclosing a copy of that resolution. 

Under that resolution you will note that it is the present policy of our organ- 
ization to oppose any narrowing of the agricultural commodities exemption as 
presently interpreted by the courts. However, you will note that the council 
officers have been authorized to arrange for a survey to be made to try to get 
factual information as to where the interests of the farmer lie with respect to 
having certain of these controversial commodities in an exempt, as compared to 
a nonexempt, status. We have requested the United States Department of 
Agriculture to make this survey and we believe that it should be substantially 
completed by the end of this year. 

With respect to rice products, my understanding is that in the Frozen Foods 
Express case, decided by the District Court of the United States for the Southern 
District of Texas on December 31, 1956, it was held that “clean rice” and “rice 
polish” should be interpreted as within the scope of an agricultural commodity 
and, hence, should be regarded as exempt from economic regulation under 
section 203. The December 31, 1956, decision in this case held that “rice beans” 
should be exempt. I have checked into this matter with informed persons at the 
Interstate Commerce Commission and the United States Department of Agri- 
culture and I find that the term “rice bean” as used in the decision probably 
results from some inadvertent error and that the term indicated to be exempt 
should have been “rice bran.” 

In any event, I understand from your wire that these rice products referred to 
in the December 31 decision of the Texas court and declared therein to be exempt 
is objectionable to the Arkansas rice millers you represent and that they would 
like for these products to be nonexempt. It is also my understanding that the 
Interstate Commerce Commission is appealing to the Supreme Court the status 
of some of the commodities as found in the December 31, 1956, decision in the 
Frozen Food Express case, but that the ICC is not appealing to the Supreme 
Court the decision holding these rice products to be exempt. 

We are glad to have the expression of your views on this matter. I would like 
to make one additional suggestion which might be helpful to the executive 
officials of the council in the future when they consider actions to implement the 
council policy on this matter. The suggestion is that it would be helpful if you 
could let us have more information than that contained in your telegram as to 
how the change in the status of “milled rice” from a nonexempt to an exempt 
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status, as far as motor transportation in interstate commerce is concerned “has 
created disastrous effects in the sales of milled rice products.” 
Sincerely yours, 
L. JAMES HARMANSON, Jr., 
General Counsel. 





MICHIGAN STATE UNIVERSITY, 
oF AGRICULTURE AND APPLIED SCIENCE, 
DEPARTMENT OF ECONOMICS, 
East Lansing, Mich., September 7, 1957. 
Senator JoHN SPARKMAN, 
Chairman, Senate Small Business Committee, 
Washington, D. C. 


DEAR MR. CHAIRMAN: This letter is submitted on behalf of myself and Pro- 
fessor Hendry, who is currently on a Michigan State University assignment 
in Vietnam. It is a seriatim comment on the letter, dated July 26, 1957, ad- 
dressed to you, by Mr. Owen Clarke, Chairman of the Interstate Commerce 
Commission. So as to keep the record straight Professor Hendry and I re- 
spectfully request that our letter be printed in the hearings immediately fol- 
lowing Mr. Clarke’s. 

(1) Mr. Clarke, in an attached exhibit A, submits a tabulation of applica- 
tions filed under section 212 (b) between 1950 and 1956. We have included this 
information in the revised version of the Adams-Hendry study. Again, we 
point out, however, that this additional information in no way changes the 
data on concentration originally prepared for this committee. Nor does it 
change our conclusions with respect to the Commission’s merger policy under 
section 5. 

(2) Mr. Clarke, in an attached exhibit B submits a table comparable to table 
XV in the Adams-Hendry study, but for the year 1951. This table, which Mr. 
Clarke says was readily available to us, does not, to our knowledge, appear in 
any Commission publication. In fact, it is surprising that this data, if it was 
available to the Commission, was not included in ICC Statement No. 531 (1953) 
on which our original table XIV was based. Nevertheless, we have included 
the new data in the revised version of the Adams-Hendry study which, in spite 
of the additional statistics, still shows that aggregate concentration in the 
trucking industry has increased perceptibly. In 1947, according to the Com- 
mission’s own data, the largest 2,097 carriers (constituting 9.99 percent of all 
class I, II, and III motor carriers of property) earned 67.92 percent of total 
industry revenues. By 1954, the largest 853 carriers (constituting 4.7 percent of 
all class I, II, and III carriers) earned almost the same share, viz 62.3 percent. 
Thus, by 1954, the largest 853 carriers controlled only a slightly smaller share 
of the industry (5.6 percent less) than the 2,097 largest carriers (a 60-percent 
larger number) had 7 years earlier. (See tables XV and XVa in the revised 
Adams-Hendry study.) 

(3) Mr. Clarke submits information, supported by attached exhibit C and 
exhibit D, with respect to a Commission rulemaking proceeding covering the 
possible siphoning off of profits by companies affiliated with motor carriers. It 
is interesting that the Commission now takes the position that it has the 
power, under existing law, to deal with this problem, and that it is finally and 
belatedly doing something about it. At the hearings before this committee, 
however, Mr. Clarke had argued as follows: 

“But we will have to have legislation to enable us to look at the books of an 
intrastate company that is not a certificated interstate carrier * * * (transcript 
p. 139). 

“Tt is an extremely difficult problem, but it also raises some constitutional 
questions which we can’t ignore. Just how far can Congress go in giving the 
Interstate Commerce Commission authority to look at or regulate in any sense 
of the word a business which might be construed as strictly intrastate.” (tran- 
script, p. 141). 

Obviously, at the hearing Mr. Clarke was not even aware of the fact that 
the Commission was conducting a rulemaking proceeding on this very issue. 
and that the Commission, in this rulemaking proceeding, entertained no doubt 
about its power to modify its uniform accounts procedure so as to reflect any 
possible siphoning off of profits by affiliated companies. As shown in exhibit 
C above, the Commission stated that the “proposed modifications are to be 
issued under authority contained in sections 204 and 220 of the Interstate Com- 
merce Act (49 Stat. 546, 563, as amended; 49 U. S. C. 304, 320, as amended).” 
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This is a problem which holds more than academic interest. One can have 
little confidence in the operating ratios published by the Commission—and fre- 
quently used in merger proceedings as an index of financial health of carriers 
in a particular region—as long as these ratios may be distorted by reporting 
practices on the part of the carriers, designed to conceal certain crucial op- 
erating data. Here is another example of how the Commission attempts to reg- 
ulate the trucking industry and use its “administrative expertise” in an infor- 
mational vacuum. 

(4) Mr. Clarke submits exhibits E, F, G, H, I, and J in support of his state- 
ment at the hearings that “there is a growing sentiment among the producers of 
agricultural products that they have to have the stability of regulation and 
there is an increasing demand for amendment of the agricultural exemption 
provisions of the act, and I predict within a few years it will be done” (transcript, 
p. 145), and that “the Commission has heard from many, many farmers over the 
country who decry the fact that there is so much instability in the rate structure 
and they yearn for the stability that the other branches of the industry have” 
(transcript, p. 146). May I respectfully suggest that the evidence which Mr. 
Clarke now submits in support of his original allegations meets neither the test 
of adequacy nor representativeness. The fact remains that, at the hearings be- 
fore this committee on ICC administration of the Motor Carrier Act (1955), 
the Farm Bureau Federation, the National Grange, the Farmers Union, and the 
National Council of Farmer Cooperatives unqualifiedly supported the agricul- 
tural exemption. It is also a matter of record that the Secretary of Agriculture 
and the Attorney General, both under Presidents Eisenhower and Truman, have 
consistently defended this exemption against the frontal and flank attacks of 
the Interstate Commerce Commission. No disinterested student of this subject 
would suggest, as Mr. Clarke apparently does, that the majority of American 
farmers is dissatisfied with the agricultural exemption or yearns to be enmeshed 
in the bureaucratic regulatory process as currently administered by the ICC. 

(5) Mr. Clarke submits exhibit B and makes certain allegations to support 
his statement at the hearings that “there is a great deal of material that would 
be pertinent. Some of it has been furnished to the staff, but hasn’t been used 
because, as we contended, it disproves their argument.” This is but another of 
those shotgun charges which the Commission makes—in a vain effort to dis- 
credit the Adams-Hendry report and thus to preserve what is left of its reputa- 
tion as an impartial, expert, independent regulatory agency. 

First, with respect to table XIV in the original Adams-Hendry study: This 
table was based on ICC Statement No. 531, entitled “Class I, II, and III Motor 
Carrier Revenues, Ton-Miles, and Passenger-Miles, 1989-51” (1953). After the 
third day of public hearings on the Adams-Hendry report, the Commission ad- 
vised the authors that their presentation of data was in error, and that the 
table on page 6 of ICC Statement No. 531 was not intended to show concentra- 
tion figures for class I, II, and III carriers, but only for class II and III carriers. 
Of course, we took the Commission’s word for this and explained the reasons 
for our apparent misinterpretation, viz that the title of Statement No. 531 
includes class I, II, and III carriers; that all the numbered tables in the body 
of that document (tables 1-4) deal with class I, II, and III carriers; that the 
table on page 6 of the document (which was apparently misinterpreted by the 
authors) was an unnumbered table without a heading; and that the context in 
which this unnumbered table was presented in ICC Statement No. 531 did not 
make it clear that the data therein were confined only to class II and III car- 
riers. Two other facts are noteworthy in this respect: (@) The data now sub- 
mitted by the Commission as exhibit B do not, to our knowledge, appear in any 
Commission publication—certainly not in Statement No. 581; and (0b) even on 
the basis of the additional data in the revised version of the Adams-Hendry 
study, the pattern shows a perceptible increase in aggregate concentration in 
the trucking industry. (See tables XV and XVa in the revised Adams-Hendry 
study. ) 

Second, Mr. Clarke now claims that the Commission was never “advised that 
the authors were seeking data or material for the purpose of making the report 
in question. We were not even aware that such a study was being made.” This 
statement by Mr. Clarke reflects either an incredibly inefficient intra-agency sys- 
tem of communication or an outright attempt at falsification. Let the record 
show that the Commission submitted to this committee a chronological list of 
merger applications, entitled “Applications Under Section 5 of the Interstate 
‘‘ommerce Act for Permission To Purchase, Merge, or Lease Motor Carrier Oper- 
ating Rights and Property, Filed Subsequent to January 1, 1950.” The Commis- 
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sion also submitted a statistical compilation showing the operating revenues of the- 


100 largest motor carriers in each of the 17 carrier classifications, together with 
the total revenues of all class I carriers in each of these classifications. The 
Commission also submitted numerous Commission reports and hearing examiner 


reports in section 5 proceedings. The Commission also submitted a number of” 
its studies bearing on size and efficiency. Finally, a meeting was held in the: 


Commission offices during the summer of 1956, attended by Mr. Walter B. Stults, 
Dr. James B. Hendry, and Dr. Walter Adams (representing the Senate Small 
Business Committee) and Directors Jelsma and Emken and other staff members 
(representing the Interstate Commerce Commission). At this meeting the Com- 
mission was very clearly apprised of the information desired by the committee. 
It was also made quite clear that Adams and Hendry had been retained by the 
Senate Committee to make a study of mergers and concentration in the trucking 
industry. In fact, the Commission is to be commended for cooperating in making 
what material it had on this subject available to the authors. How can Mr. 
Clarke now say that the Commission was “not even aware of the fact that such 
a study was being made”? 

Third, Mr. Clarke cites the Denver-Amarillo case to support his contention that 
the authors of the Adams-Hendry study suppressed information which disproves 
their argument. Two facts are noteworthy in this connection: (a) The Denver- 
Amarillo case was brought to the attention of the Senate Small Business Com- 
mittee staff by an attorney, representing a private party, in connection with the 
“clinical” work of the committee on behalf of small business. Yet the Commis- 
sion seems prepared to regard this representation by a private litigant as tanta- 
mount to an official submission of a Government agency. This contention, in 
itself, makes the Commission’s role “curiouser and curiouser.” (b) This as- 
pect of the contention notwithstanding, however, is the Commission now prepared 
to argue that the Adams-Hendry study is invalid because it failed to discuss 
every single section 5 case decided by the Commission in the last 6 years? Is 
the Commission prepared to say that a study, in order to be statistically or 
analytically valid, must cover the statistical universe? If so, the Commission’s 
position is unique, indeed. 

(6) Mr. Clarke challenges “the use of total corporate revenues and expenses as 
a means of measuring the effect of consolidations and mergers on concentration 
in the industry.” Let the record show that the Adams-Hendry study had rather 
modest objectives. Its authors looked upon the study merely as “a beginning 
appraisal; an appraisal of the effects of regulation on the trucking industry.” 
Nowhere does the study claim that the emerging pattern of concentration is at- 
tributable solely to the Commission’s merger policy. On the other hand, the 
study makes it quite clear that consolidations under section 5 are a major factor 
explaining the observed increase in concentration. This is all we said, and this 
is something the Commission is hardly in a position to deny. We agree that a 
study of such other factors as the pattern of route and commodity extensions 
would help explain the causes of concentration in this industry. Professor 
Hendry and I would applaud any attempt by the Commission to assess the effect 
of its actions on competition, concentration, and the opportunity for small busi- 
ness in the trucking industry. Such a self-appraisal by the Commission, most 
disinterested observers are agreed, is long overdue. 

Once again Professor Hendry and I wish to thank you, Mr. Chairman, and your 
Committee for the patient examination of the data compiled in the course of this 
investigation. 

Respectfully submitted. 

WALTER ADAMS, 
Professor of Economics. 





INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D. C., July 25, 1957. 
Hon. Joun J. SPARKMAN, 
Chairman, Select Committee on Small Business, 
United States Senate, Washington, D. C. 


DeAR CHAIRMAN SPARKMAN: During the recent hearings before your com- 
mittee on the staff report entitled “Trucking Mergers, Concentration, and Small 
Business: Analysis of Interstate Commerce Commission Policy, 1950-56,” Dr. 
Walter Adams, one of its authors, testified several times to the effect that the 
Commission has been inconsistent, i. e., has applied a double standard in favor 
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of large carriers, in passing on motor carrier applications filed under section 5 
of the act. He stated that this has been borne out by the fact that when an 
examiner recommends denial of a “giant” merger, the Commission ultimately 
reverses the examiner and approves the application, but when the examiner 
recommends approval of the application of a small carrier, the Commission fre- 
quently reverses him and denies the application. Seldom, according to Dr. 
Adams, does the Commission reverse an examiner when he recommends denial of 
an application of a small carrier. 

In view of these very serious charges, I had a survey made of all the proceed- 
ings under section 5 in which reports and recommended orders of examiners 
were served, and in which decisions were rendered between November 1, 1955, 
and October 31, 1956. It is respectfully requested that this letter and the results 
of the survey, attached hereto in tabular form, be made a part of the record of 
the hearing. 

It will be noted from the table that in 12% percent of the cases where the 
acquiring carrier was “large,” the examiner’s recommendation was rejected by 
the Commission. The number of cases where the acquiring carrier was “small,” 
and wherein the examiner’s recommendation was rejected by the Commission,. 
was also 12% percent of the total. 

It will also be noted that in cases where the examiner had recommended denial 
of the application of the large carrier, his recommendation was reversed by the 
Commission in 50 percent of the cases, but in at least 3 of those instances, the 
grant was based on a revised plan submitted by the applicants to meet objec- 
tions stated in the negative report of the examiner. 

The table further shows that where the examiners had recommended denial 
of small carriers’ applications, the Commission reversed the examiner in 48.6 
percent of the cases. In cases where the examiners had recommended grant of 
small carriers’ applications, the Commission reversed the examiners in only 
1.8 percent of the cases. Compared with this, where the examiner had recom- 
mended grant of the application of a large cz arrier, the Commission reversed the 
examiner in 2.6 percent of the cases. 

I believe that you will agree that this refutes somewhat forcefully Dr. Adams’ 
charge that the Commission applies a double standard in passing on section 5 
applications of motor carriers. 

Respectfully submitted. 

OwEN CLARKE, Chairman. 


Decisions on applications under sec. 5, Interstate Commerce Act, between Nov. 1, 
1955, and Oct. 31, 1956, in which Hearing Examiner’s recommendations were 
approved or rejected 
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1“Large’’ carriers are those with operating revenues for the calendar year 1955 of $2.500,000, or over, in- 
cluding those of known commonly controlled carriers. Where the acquiring party applicant is a non- 
carrier, the revenues of the carrier(s) already controlled have been used. 

3In 42 cases, the recommended orders of examiners became effective in the absence of exceptions and 
the Commission did not stay. 

3 In 1 case the recommended order of the examiner became effective in the absence of exceptions and the 
Commission did not stay. 

‘In 3 cases, recommended denials were reversed on basis of revised plans submitted by applicants to 
meet views of the examiners. 

5 In 60 cases, the recommended orders of the examiners became effective in the absence of exceptions and 
he Commission did not stay. 

6 In 5 cases, the recommended orders of the examiners became effective in the absence of exceptions and the 
Commission did not stay. 
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JULY 29, 1957. 
Hon. OWEN CLARKE, 
Chairman, Interstate Commerce Commission, 
Washington, D. C. 


DEAR Mr. CHAIRMAN: Thank you for your letter of July 25, concerning the 
Commission’s analysis of Commission and examiner actions on section 5 appli- 
cations for a 1-year period. 

I shall be happy to direct that this letter and the accompanying chart be 
made a part of the record of our hearings. 

There is one question in this regard which I would like to ask. During the 
hearings, you stated that the examiner could only recommend, that the Com- 
mission made all decisions on its own, and that it was ‘not unusual” for the 
Division or Commission to reverse the examiner even where no exceptions were 
filed. Yet, in the chart transmitted with your letter is the expression: “in 
* * * cases, the recommended order of examiners became effective in the absence 
of objections and the Commission did not stay.” This language seems to indi- 
cate that the recommendation of the examiner was almost conclusive in the 
absence of protest. If this is not true, did your analysis of the dockets decided 
during that 12-month period show how many times the hearing examiner's 
recommended order was amended or reversed in the absence of exceptions? 
This information might be helpful to the committee, as was that contained in 
your letter. 

Sincerely yours, 
JOHN SPARKMAN, Chairman. 





INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, August 1, 1957. 
Hon. JoHN SPARKMAN, 
United States Senate, 
Washington, D. C. 


Dear SENATOR SPARKMAN: In your letter of July 29 you state that certain 
language in the table accompanying my letter of July 25 seems to indicate that, 
in the absence of exceptions, the recommendations of the examiners were “al- 
most conclusive,” and you ask how many times the examiner’s recommended 
orders were amended or reversed in the absence of exceptions. 

Of the 244 cases analyzed, no exceptions were filed in 120. The table shows 
that the Commission did not stay the recommended order in 108 cases and it 
became the order of the Commission. In 10 cases, Division 4 issued its own 
report and order, and in the other 2 cases it issued an order only. In all 12 
cases the recommendations had been to grant in whole or in part; 5 of the 
12 cases were in the “large” category. The conclusions of the Division in all 
of those cases differed somewhat from those of the examiners, the differences 
being with respect to securities matters incident to financing the transactions. 
Of those in the “small” category, one modification was made respecting the 
operating rights acquired, which was more favorable to applicants than the 
examiner’s recommendation, and in the other cases the Division ultimately 
concurred in and adopted the examiner’s recommendations unchanged. The 
examiner’s recommendation was not reversed entirely in any case. 

At the hearing I made the point, regarding references in the staff report to 
“acquisition approved by hearing examiner,” that there was no such thing; 
that nothing was accomplished until an order was entered by the Commission 
or a Division of the Commission; that if no exceptions were filed, the hearing 
examiner’s recommendation did not automatically become effective; that Divi- 
sion 4 considered such cases and decided whether or not it would accept the 
recommendation of the examiner or reach a different conclusion; and that it 
was “not unusual” for the Division to do this. I repeat that there is nothing 
“conclusive” about a hearing examiner’s recommendation unless and until it 
is permitted to become an order of a division or the Commission, and a notice 
by the Secretary is served so stating. In stating that it was “not unusual,” 
I did not mean to imply that the Commission or a division usually, or even fre- 
quently, disagrees with the hearing examiners. If it did, at least in cases where 
the parties take no exception to the examiner’s recommendation, the resulting 
situation would be most undesirable. 

Respectfully submitted. 


OWEN CLARKE, Chairman. 
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Mr. CrarKke. However, Mr. Chairman, I am prepared to make some 
answers, some comments right at the moment. 

The Cuamman. I thought ou might be. 

Mr. Ciarke. May I proceed, Mr. Chairman ? 

The CHArrMAN. Yes. 


STATEMENT OF OWEN CLARKE, CHAIRMAN, INTERSTATE COM- 
MERCE COMMISSION; ACCOMPANIED BY RICHARD F. MITCHELL, 
COMMISSIONER; I. J. RALEY, ASSISTANT DIRECTOR OF FINANCE; 
PAUL COYLE, DIRECTOR, BUREAU OF OPERATING RIGHTS; 
ROBERT W. GINNANE, GENERAL COUNSEL; AND EDWARD R. 
JELSMA, DIRECTOR, BUREAU OF TRANSPORT ECONOMICS AND 
STATISTICS 


Mr. Cruarke. Dr. Adams referred to the report of the Attorney Gen- 
eral’s National Committee To Study the Antitrust Laws. Since he has 
brought that into the record, I think it would be interesting for the 
committee to know Just w hat Dr. Adams had to say in those hearings. 
I would like to quote from his testimony as reported on page 17 ‘of 
the transcript of the testimony in those particular hearings. 

Dr. Adams said: 

Let me conclude by pointing to one area where the report had a great oppor- 
tunity to strike a blow on behalf of vigorous, effective, in short, hard competition. 
I refer to the section on regulated industries. Here, I believe, the majority 
showed surprising restraint and timidity. Why, for example, did the majority 
not recommend substantial deregulation of the trucking industry—an industry 
which has all the earmarks of what economists consider pure competition? 
Why did it not advocate, in clear, simple, and unmistakable terms, that this 
industry should be liberated from the strangulation by regulation which it now 
suffers at the hands of the ICC? 

That was Dr. Adams’ testimony before that other committee. 

Referring now to the report under consideration, the one that was 
made public yesterday, and on page 7 (see appendix, p. 221) Dr. Adams 
and Dr. Hendry have this to say: 

The problem under study here is of interest, because these authors hold that 
the trucking industry epitomizes the classical model of ‘perfect’? competition. 
Here is an industry where there appears to be no substantial economies of 
scale, where the number of firms is large, and where, in the absence of restric- 
tion, entry would be brisk. In short, here is an industry where competition is 
structurally feasible and technologically possible. 

I refer to that, Mr. Chairman, to point out what we meant in our 
statement yesterday when we said that the study was saturated with 
the personal philosophy of the authors. 

Now a few moments ago, as Dr. Adams testified, he challenged my 
statements concerning use of figures in table VI. As I understand 
the testimony, he said that if they had made a mistake, it was the 
same mistake as the Commission made because they use Commission 
figures, Commission statistics. However, regardless of how the Inter- 
state Commerce Commission compiles statistics, we don’t do it for 
the purpose of proving concentration, which Dr. Adams attempts to 
do in this study, and p: articul: arly with table VI. 

In any event, I repeat what I said yesterday, that this study and 
table VI inflate the picture by ine luding, under the heading of class 
[ carriers under joint control, the 100 largest carriers of general 
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freight, non-general-commodity carriers. Just look at the very first 

roup—Consolidated group. They have added in Beardmore Trans- 

er, Howard R. Williams, R. A. Conyes Tank Lines. They have 
included those in the total operating revenues of the Consolidated 
group, and then over on the right-hand side you will see that they 
claim that all of these revenues, whether they come from petroleum 
haulers, haulers of heavy machinery, or haulers of general commodi- 
ties—whatever the case may be—that collectively all of their revenues 
represent 1.44 percent of the total for all class I carriers of general 
freight. So, I repeat what I said yesterday, they are comparing 
apples with oranges. 

Mr. Sruurs. Right there, Mr. Clarke, on page 9 of your statement 
yesterday you also mentioned Midwest and Emery, who are contract 
carriers and building-material haulers. 

Mr. Cuarke. Yes; [ did mention that. 

Mr. Sruurs. I wonder if you will notice under that group that all 
the staff study does is add up that, and it has a footnote on the bot- 
tom 

Mr. Cuarxke. That is quite correct. In that one instance they have 
left out the carriers in adding up the total revenue. 

Mr. Srouts. All right. How about PIE, the second group—Union 
Transfer, M & M Fast Freight. And there is a little footnote there 
which says, “Acquisition approved by hearing examiner.” 

Mr. Cuarke. That brings me to another point. There isn’t any 
such thing as approval by a hearing examiner. That represents the 
lack of understanding of these authors when they say that a hearing 
examiner has the authority to approve an acquisition or anything else. 
All a hearing examiner can do under the Administrative Procedure 
Act is recommend. There is nothing accomplished until an order is 
entered by the Commission or a division of Commissioners. 

The hearing examiner doesn’t approve anything, and, for that rea- 
son, wherever they refer to recommended reports and call it approved 
report by a hearing examiner, they are distorting the facts to that 
extent. 

Mr. Stutts. That wording should be, “Acquisition approval recom- 
mended by hearing examiner”? 

Mr. Crarxe. They shouldn’t include it at all. If this purports to 
be a study of acquisitions approved by the Commission, it should be 
deleted. 

Mr. Sruurs. Mr. Chairman, in either M & M or that other case, if 
the hearing examiner has made his recommendation and if no pro- 
tests were filed, does the Commission go into it de novo? 

Mr. Crarxke. Oh, yes. Well, not de novo. However, it doesn’t 
automatically become effective if there are no protests. 

Mr. Srvurrs. What is the procedure if there are no exceptions filed 
to the hearing examiner’s report ? 

Mr. Crarxe. Then Division 4 considers the case and decides whether 
or not they will accept the recommendation of the hearing examiner 
or reach a different conclusion. 

Mr. Stunts. And it does do that quite often, without exception or 
protest ? 

Mr. Crarke. Oh, yes. It is not unusual. 
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Dr. Avams. Mr. Chairman, is it O. K. to discuss these individual 
points as they arise or how do you want to proceed ? 

The Cnatrrman. Well, let me see just a minute? 

Mr. Mrrcnetx. Might I make a statement on the Union case? 

I am chairman of Division 4. First I say that that case should 
never have been brought before this committee. It is pending before 
the Commission now. It is not fair to the litigants; it is not fair to 
the Commission. That case has not been decided by Division 4 and is 
now pending. <A very careful study is being made. It was filed in 
1955. The examiner’s report was filed in 1956, and, of course, that 
binds no one, and the case is now pending before Division 4, I think 
it is unfortunate that that case was referred to in this report. 

Senator Kucuen. Would you indicate how it is referred to? 

Mr. Mircnen. It is set out for 2 or 3 pages in Dr. Adams’ report. 

Senator Kucnen. Critically ? 

Mr. Mircney. Yes. He criticizes the examiner. 

Mr. Ciarke. And the revenues of that particular carrier are in- 
cluded in these tables to attempt to prove control by another carrier. 

Mr. Mrrcnetn. We are not bound by Dr. Adams’ views and what 
he thinks we should do. It is a case pending. No case pending 
should be brought before any committee until it is decided by the 
Commission, in my judgment. 

Senator Kucuer. Mr. Chairman, I just want to comment on Mr. 
Mitchell’s statement. I must agree it seems to me if we are to sit in 
judgment here as a committee on charges, some of which are extremely 
serious, and which apparently, in general, have been denied, the judg- 
ment ought to be confined to matters that have gone through pro- 
ceedings of this Federal Commission and become final, and then upon 
that finality, this committee would, of course, be empowered to take 
whatever steps are appropriate. 

Now, I would like to know, Mr. Chairman, because I have not been 
able to follow, in this very involved, highly technical problem, 
what the chairman’s thought on procedure would be. I made a few 
notes here as Dr. Adams made his comments and there is one matter 
in particular that I would like to inquire both of Mr. Clarke and 
Dr. Adams. 

The Cuarrman. That would be all right. 

Let me make just one comment with reference to the statements 
that have been made. It seems to me there is much in what Com- 
missioner Mitchell has said, so far as using a case for the purpose of 
criticizing the one who makes the decision or the recommendation— 
for the purpose of criticizing the hearing examiner. However, I see 
nothing wrong with pointing out—and I am not saying that this 
report merely does that—as long as you are trying to establish a 
trend; that is, if you are trying to show whether or not a trend exists 
and that other forces are already in motion looking toward even 
greater concentration. 

Now I am not saying that this report stops with that, but I would 
say that certainly there would be nothing wrong with that. It may 
not. even be that far along; it may be that somebody has just filed 
an application. It seems to me that shows that the trend is there 
and it is meving in that direction. If limited to that, it seems to 
me that that would be all right. 
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Mr. CuarKe. Mr. Chairman, the reason for our remarks—we were 
talking about table VI, the title of which says “Class I Carriers Under 
Joint Control * * *.” 

The Caiman. Y es; I realize you made that point. 

Dr. Apams. Mr. Chairman, on the other point, the discussion of 
Union Freightways, which is a pending case, I direct your attention, 
if I may, to pages 50 and 51 of the staff study (see appendix, p. 268). 
It is there that the Union Transfer case is discussed. It is a factual 
summary of what the hearing examiner found, until you come to the 
last paragraph of that section on page 51 (see appendix, p. 269) which 
says: 

These authors wonder why the Commission does not observe the same criteria 
in deciding merger applications involving smaller carriers; why an economic 
policy orientation which is used to justify mergers between the largest is not 
also used to authorize extension applications involving the smallest. 

I submit to you, Mr. Chairman, that this in no way prejudices the 
case of applicants before the Commission, even if the Commission were 
to read this report and take it to heart. All it seems to say is that 
when a small carrier files a similar case, the Commission ought to 
impose the standards used by the hearing examiner in the Union 
Freightways case. 

Mr. Mircue.t. Senator, as far as I am concerned, I am afraid Dr. 
Adams has the wrong impression of the rights of a hearing examiner, 
A hearing examiner doesn’t bind me any more, or any member of the 
Commission, than Dr. Adams does. He has nothing whatever to do 
with it. He sends in his recommended report, as he has in this case. 
Dr. Adams cites a case pending. To me that isn’t proper. 

Mr. Sruuts. When would the Commission consider a case closed 
and gone for good ? 

Mr. Cuarxe. After the petition for reconsideration has been acted 
upon and disposed of. 

Mr. Srvurs. How about a petition for waiver of rule 101? If it 
were filed a year or so later, once again the case becomes pending ¢ 

Mr. Cxuarke. It doesn’t become pending unless we do waive rule 
101 (a). 

Mr. Sruurs. The application is pending, however? I bring this 
up for one reason. We had a case when this committee went into 
the Motor Carrier Act initially in 1955, where a young man—you 
may remember it—who had a small freight line down in Charlottes- 
ville or Culpeper, in Virginia—Mr. Hawkins. His father received 
grandfather rights which he filed for—he had been operating before 
1935 and the Commission approved them in 1938. They were re- 
opened in 1940, once again in 1941, and in 1944. They were still a 
subject of question in 1955. Now is this committee and is every 
observer bound to hold off for 15 or 20 years just to make sure that 
once again somebody will not file application for reconsideration and 
the case become pending once again ¢ 

Mr. Mrrcwexy. Well, the Union case doesn’t involve that proposi- 
tion, That case is before the Commission. It has never been decided 
by the Commission. 

Mr. Sruurs. Yes, sir; I realize that. 

Mr. Mrrcuxty. I realize what you refer to is the Hawkins case. 
I am familiar with that, of course. 

The CuHarrman. You were here when we had that case last year. 
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Mr. Mrrcuety. Yes; I was here. But as far as the Union case is 
concerned, it seems to me it is improper to refer to it—and that is a 
hard word—improper to refer to cases now pending. 

Litigants are entitled to have the case tried upon the record, not 
upon what some expert for some committee of the Senate or the 
House shall say. 

Mr. Sturts. Could protestants in this case have brought Dr. Adams 
in to give some sort of economic analysis? 

Mr. Mrrcnen.. W ell, 1don’t know. ‘They could have. 

Mr. Struts. I mean, do you limit your proceeding only to the appli- 
cant and the Commission ? 

Mr. MircHein. Oh, no. 

Mr. Stuits. You have protestants? 

Mr. Mircnety. They have had long hearings 

Mr. Sruurs. You have intervenors? 

Mr. Mircuett. Intervenors, yes; long briefs have been filed. 

Dr. Apams. Mr. Chairman, let the tecord show that I have never 
served as a consultant or a witness in any proceeding before the ICC 
and I do not expect to. 

I know I would be treated kindly. 

Mr. Mrrcnert. We would be glad to have him appear. He would 
be subject to cross-examination. 

The CHarkman. Let me say, Senator Kuchel was not able to be at 
the hearing yesterday. What has happened, Senator, is this: First 
Dr. Adams and Dr. Hendry submitted their statement and then Mr. 
Clarke presented his statement. At the conclusion of yesterday’s 
hearing and this morning we took up a short explanation by Chair- 
man Clarke and then the rebuttal by Dr. Adams. Then we asked 
the panel to come around the table with the idea that questions might 
be presented to them and they might question one another or bat the 
ball back and forth and across the table and go into all of this as 
thoroughly as we can. 

We would be very glad to have Senator Kuchel address his questions 
as far as he wishes to. 

Senator Kucueu. I appreciate that, Mr. Chairman, because, as we 
well know, we are plagued with a conflict of time on committees. I 
had three committees yesterday and I have not been able to follow 
this as assiduously as I would like. 

Let me ask you, Mr. Commissioner, if I may? Dr. Adams re- 
ferred to a comment on page 51 (see appendix, p. 269), which he made, 
which reads as follows: 

These authors wonder why the Commission does not observe the same criteria 
in deciding merger applications involving smaller carriers; why an economic 
policy orientation which is used to justify mergers between the largest is not 
also used to authorize extension applications involving the smallest. 

Will you agree that a different criteria is used or would you disagree 
with that ? 

Mr. Mrrcnetn. Absolutely not. We use the same criteria in small 
as well as in large cases. Dr. Adams picks out a few small cases. 
Then he picks out some larger cases. I have been there 10 years and 
I have never known a time when a question as to whether it was small 
or whether it was too large was raised or considered. I rather lean 
toward the small carrier. In fact, Dr. Adams has cited several of my 
dissents in which I have agreed with the small. But, the other mem- 
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bers of the Commission—I have never had any thought whatsoever 
that they did not use the same criteria. We decide these cases on the 
record. We care not whether they are large carriers, giants, or small 
carriers, 

Dr. Apams. Senator, if I may amend the statement by Commissioner 
Mitchell 

Mr. Mircuety. I will withdraw it. 

Dr. Apams. Commissioner Mitchell is one of my personal heroes, 
as I go through these dockets. As a matter of fact, it was Commis- 
sioner Mitchell himself, in his dissent that I read, who points out 
that different criteria are being used in the case of the—let me get 
the exact language on that, Senator Kuchel, so that I can refer you 
to it. It is page 59 of the report (see appendix, p. 277), Senator, 
where Commissioner Mitchell says: 





This is a small operation. While I do not approve of the manner in which 
it was carried on, we have approved many larger transactions where certainly 
there was more justification for a denial than there is in this proceeding. I 
would reprimand the parties for the manner in which they carried on these 
transactions and approve the application. 

This kind of thing occurs over and over again, Senator. 

Senator Kucne.. Let me ask: Is this an instance where a final in- 
strument or decision was rendered by the Commission ? 

Dr. ApAms. Yes, sir. 

Senator Kucuet. In which the majority refused a merger petition 
or application by what could be conceded to be a small operator? 
Would that be conceded ? 

Dr. Apams. I don’t want to speak for the Commission, but I would 
think that is so; yes, sir. 

Mr. Cuarke. Yes; that is right. 

The CuHamman. Do you agree with that? 

Mr. MircHeiu. Yes, Senator. 

Senator Kucuet. Would the examination of the majority decision 
indicate the reasons why the application was denied ? 

Mr. Criarxe. It would be spelled out in detail. 

Senator Kucue.. How many are there on the Commission ? 

Mr. Crarke. There are 11. 

Senator Kucuet. How many joined in the majority? 

Mr. Cuarke. Well, at least six. I don’t know how that particular 
case divided, but that brings up a very important point. Dr. Adams 
is apparently surprised that all 11 Commissioners don’t agree with 
his evaluation of the evidence in every one of these cases. It is not 
uncommon for us to have split opinions. It is bound to happen on 
any court or body with responsibility of appraising or evaluating 


testimony. 
Dr. Apams. Senator Kuchel, I would like to state for the record 
once again—and I think Chairman Clarke seems to miss this point— 


that what we take exception to is not the decisions made by the Com- 
mission, but the criteria applied. 

Now, you have to apply the same criteria in different cases involv- 
ing the same problem, oa you can’t say to one applicant, “You have 
to show that your proposed merger is consistent with the public in- 
terest,” and then say to another applicant, “All that has to be shown 
here is that there is nothing contrary to the public interest.” Sena- 
tor, that isn’t cricket; it isn’t good law. 
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Senator Kocuex. Let’s move into that. I had that in mind as an- 
other question that arose at the time you were talking this morning. 
You have stated in your item No. (14) that Chairman Clarke questions 
your findings that the Commission has been inconsistent, particularly 
where violations of the law have been found. 

Quoting from your statement: 

This is not our point, however, for the inconsistency which is most undesir- 
able is, simply, that in some cases the standard used asks: “Is the application 
consistent with the public interest?’ This standard is in accord with the man- 
date of the act. 

Does the statute set that phrase down as the basis on which the 
Commission shall act ? 

Dr. Anas. The statute says that mergers have to be shown to be 
consistent with the public interest. There is nothing in the statute 
that talks about a merger not being contrary to the public interest. 

Senator KucHet. Now, I would like to ask the Chairman: Is it true 
that the phraseology ‘ ‘contrary to the public interest” or similar verbi- 
age is used by the Commission i in some of its decisions ? 

Mr. Crarke. It is never used in the ultimate findings. Dr. Adams 
implies that it has something to do with the burden of proof. The 
standard is fixed by the statute. They must prove that it is consist- 
ent with the public interest. During a discussion of the evidence in 
the report, we might say someplace or another that it is not shown to 
be contrary to the public interest, which is just another way of com- 
menting on the evidence that has been described in the report. 

Senator Kucuet. What you are telling me is that, in your judg- 
ment, when you have used the negative approach, in the words you 
have used you have not intended, “speaking for yourself, to indicate 
any shift of the burden of proof? 

Mr. Cuarxe. I can speak for the whole Commission on that. The 
bandon of proof never shifts. 

Senator Kucuer. The burden of proof is with the applicant ? 

Mr. Crarke. That is right. 

Senator Kucuen. So you would deny the implication of Dr. Adams’ 
statement that you have shifted the burden of proof by use of that 
language? 

Mr. Crarxe. Most definitely. 

Senator Kucuex. It is poor semantics, perhaps. 

Mr. Ciarke. Well, it might be an unfortunate choice of words, but 
it is very seldom used, and never used in the ultimate finding of fact. 

Dr. Apams. I might add that it seems to be an unfortunate use of 
words in the case of large applicants. Now, Senator, I think if you 
check pages 116 and 120 ‘and 124 and 142 of our report (see appendix, 
pp. 345, 349, 353, and 371), you w ill find detailed documentation of this 
charge. These were “giant” vanlines that applied. 

May we read the relevant portions, Senator? My colleague, Dr. 
Hendry, will do that. 

Dr. Henpry. At page 116 (see appendix, p. 345), in dealing with 
the United Van Lines case, we have quoted from the opinion: 

The law violation is not a bar to approval of the transaction when presented, 
if the evidence shows that affirmative action would not be contrary to the public 
interest. 

Page 120 

The CuarrmMan. Now, is that in the decision itself? 
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Dr. Henpry. That is in the opinion itself. 

The Cuamrman. The opinion of the Commission ? 

Dr. Hunpry. Yes, sir. 

Mr. CrarKe. But not in the ultimate findings of fact in the Com- 
mission decision. 

Dr. Apams. The ultimate findings of fact, Commissioner Clarke, is 
merely a ritualistic and legalistic mouthing of phrases contained in the 
statute. Here is the finding and here is what is important. 

The CuHairman. May I interject this thought to see if I can clear 
this up: It seems to me it is true the burden—at least what we were 
taught in law school—the burden of proof never shifts, but the burden 
of procedure does. Suppose the applicant came in and made a prima 
facie case that it was in the public interest. Then it would be up 
to the protestant to produce evidence to the effect that it was con- 
rary to the public interest. 

Now, it seems to me it might be relevant to use it at times in making 
reference to that. In other words, if he makes his prima facie case 
sufficient to stand on and there is no rebuttal to it, then not only has 
he shown that it is in the public interest, but there has been nothing 
offered to show that it is not in the public interest. So, it seems to me 
that, if used in that connection, it would be relevant. But, I admit 
that, if it is used as the basis for the decision, then it would be a dif- 
ferent. proposition. 

Mr. Mircuetzt. Might I make this statement, Senator? I got the 
impression from what I heard Dr. Adams say that he thought the 
North American and United Van Line cases were questions of rights. 
They were not. The only question there was the question of pooling. 

Dr. Apams. Of course. 

Mr. Mrrcneiy. You refer red to us not giving small carriers rights. 
These cases didn’t involve rights at all; only pooling. 

Dr. Apams. We didn’t claim that they involved rights, Commis- 
sioner. 

Mr. Mircneryi. Well, you referred to small carriers not being 
treated the same as North American and United Van Line cases, as in 
these cases you referred to. 

Dr. Avams. How about poor Ballard & Skellet up in Minnesota ? 

Mr. Mircuetit. How about Howard? You don’t think I tried to 
justify that performance; do you? 

The Cuairman. I am afraid, Doctor, you will have a pretty hard 
time dickering on a case with Commissioner Mitchell, because when 
we held our hearings last year he usually showed up on the same side 
we were, but usually on the minor ity. 

Dr. Apams. I can’t disagree with Commissioner Mitchell because, as 
I pointed out, he is my hero on the Commission. 

Mr. Mrrcnett. I don’t want any misunderst: anding, Doctor, and I 
don’t agree for 1 minute and I deny most emphatic ally that there is 
any difference in the consideration given to a small carrier as to a 
large carrier. I think we give the same consideration, the same 
thoughtful consideration, to all of them. 

Dr. Apams. But, Mr. Commissioner, I hope you will not deprive 
me of my right to choose you as my hero—— 

Mr. Mrrcue tu. No. 
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Dr. Apams. Regardless of what you say here today 

Senator Kucuen. Let me ask Mr. Mitchell this: Would it be your 
statement to the committee that, regardless of the choice of words used 
to describe whether a particular application is or is not in the public 
interest, it is the intention of the Commission always to follow the 
language of the statute which lays down, apparently, the question of 
whether the application is consistent with the public interest ? 

Mr. Mircue.i. Yes, sir. 

Senator Kucuen. It would be your statement to the committee that 
even if you use, in a given case, language | like this, “the application 
is not contrary to the public interest,” it is your statement that the 
intention of the Commission, nevertheless, was to follow the statute 
and that there have not been any shifts of the burden of proof in such 
ease where the latter language was used ? 

Mr. Mircuety. It would | be. I don’t know whether we used “con- 
trary to the public interest” thougn. 

Senator Kucuen. Apparently you have. But I want to get it clear, 
because, as Senator Sparkman was asking Dr. Adams about it, this 
question of shifting the burden came along and I wondered if the 
Commission would agree to that. 

Mr. Mrrcneti. The burden doesn’t shift. Take, for example, 
Dr. Adams refers to the Ruan case, the purchase of Keeshin. I 
assume the doctor has read the record in that case. I have a special 
concurrence in that case. Keeshin was hopelessly insolvent. It was a 
large operator. It was important, in my judgment, that that com- 
pany continue to operate. We were confronted with but one situa- 
tion: Would we give control to Ruan or Fruehauf? Fruehauf had a 
lot of money coming from Keeshin—many millions of dollars. Frue- 
hauf was willing to put in new equipment and I wrote a special con- 
currence there and I think I said it was Freuhauf controlled, not Ruan, 
but it was necessary that that be done, and to accuse us of swelling 
Ruan, increasing it 350 percent—it was done because it was absolutely 
necessary to do it. 

Mr. Stunts. There was nobody else; no applicant ? 

Mr. Mrrcuetu. No other person there; no protestant. The Federal 
judge was on the other end of the telephone and was going to close it 
up. The record shows it. 

Mr. Srunrs. Nobody wanted to take these routes? This was a 
route nobody wanted ? 

Mr. Mircuenn. Oh, they were fine routes, fine rights, but it was old 
equipment. They were losing large amounts of money. It was 
necessary that someone put in a lot of equipment. Fruehauf did, as 
we know. 

Mr. Stuurs. Would the same be likely to happen, say, with the 
largest trucking company today? Would it be right or is it feasible 
in your mind that you may have a combination of first and second 
biggest carriers now because the largest had been losing money for the 
last 2 or 3 years / 

Mr. Mircnetu. I didn’t understand that. 

Mr. Srutrs. Associated Transport is the largest ? 

Mr. Mircuenn. Yes. Well, it was the largest. I don’t know 
whether it is still the largest or not. Consolidated is pretty large. 
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Mr. Sruurs. Well, it shows that it is pretty big. It has been losing 
money. The only alternative to its going under would be control by 
another one of the Big Three or Four, or might there be other apphi- 
cants who might want those routes, who might want to take over that 
equipment and serve the public in the areas where there is need of 
service ? 

Mr. Mrrcnuet.. If there was no one to take over except the largest 
carrier, the giant of all giants, I would vote to have that outfit take it 
over, because I think it is in the public interest to keep an outfit like 
Associated or a trucking company like Keeshin, now General Express- 
way, operating. 

Mr. Srurrs. You don’t feel there is any possibility of serving the 
public through giving the routes from Washington, New York, “Chi- 
cago, to somebody else who could make a showi ing of serving public 
need and necessity ? 

Mr. Mircneti. We had notime. The hammer was up. The judge 
was ready to close it out. We had to decide it. The record shows it 
clearly. Nobody disputes it. I don’t know that the doctor read it. 
I hope he did, because he will find out that I am telling the truth. 

Dr. Apams. Mr. Chairm: an, may I make- 

The Cuatrrman. May I interrupt a minute. There isa live quorum, 
and there is to be a rollcall immediately following it. Gentlemen, if 
you wish to, I am perfectly willing to let you carry on the discussion, 
with Mr. Stults here acting more or less as moderator. However, if 
you would rather not do it, I think I will just have to ask you to sus- 
pend until I can go over and answer the rolle all. I see no reason why 
you can’t go on with the discussion, if you are willing to do it. 

Mr. CrarKke. We prefer to wait, Mr. Chairman. 

The Cuamrman. There is the rolleall. I can go over and back in 
about 10 minutes. We will stand in recess for 10 minutes. 

(A short recess was taken.) 

Senator Lone. I am going to call the hearing back to order. Sen- 
ator Sparkman is not able to return at the present time. I will pre- 
side in his absence. 

Dr. Apams. Mr. Chairman, I was about to make a reply before the 
hearing recessed and did not get an opportunity to do so. 

To recapitulate briefly : Commissioner Mite hell pointed to one 
merger where the vendor was in serious financial distress and pointed 
out the desirability of approving of a merger of that type. Now let 
me say for the record that this is not the typical merger case that 
comes before the Commission. There are many examples, and I am 
sure that Commissioner Mitchell would agree, of very substantial 
mergers like between PIE and W est Coast Fast Freight, where there 

was a clear finding by the Commission that both carriers were ex- 
tremely profitable and certainly financial hardship was not involved 
there. 

Now, earlier, Commissioner Clarke pointed to page 7 of our report 
(see appendix, p. 221) as being proof of our advocacy of a competitive 
philosophy. The first paragr raph says: 





The problem under study here is of interest, because these authors hold that 
the trucking industry epitomizes the classical model of “perfect”? competition. 
Here is an industry where there appears to be no substantial economies of scale, 
where the number of firms is large, and where, in the absence of restriction, entry 
would be brisk. 
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Now this is not an expression of philosophy; this is a conclusion 
based on economic analysis. This is not a matter of advocacy. We 
don’t advocate a competitive philosophy in that statement, and I 
don’t think anybody on the Commission and any expert ec onomist can 
be brought forth who will say that the economic characteristics of the 
trucking industry are anything but competitive. 

Mr. CLarKe. May I ask a question at this point ? 

Dr. Adams, then do you advocate deregulation of the trucking in- 
dustry ? 

Dr. Apams. Chairman Clarke, you are now going outside the rec- 
ord of this proceeding when you drag in testimony that I gave on the 
Brownell Committee report. The question before us today is a very 
simple one. It is the report entitled “Trucking Mergers, Concentra- 
tion, and Small Bus siness : An Analysis of Interstate Commerce Com- 
mission Policy, 1950-56.” 

The issue is on this report; and what I personally believe ought to 
be the policy with regard to the trucking industry has nothing | to do 
with this report. I think the Commission has tried long and hard to 
show that we have injected bias into this report, but you have, so far, 
at least in my humble estimation, been unable to do so. 

Now on table VI—— 

Mr. Crarkr. Just one moment before we go to that table. I want 
to repeat in effect what I said yesterday. In our opinion, this report 
was written from a biased viewpoint by an author who does advocate 
deregulation of the trucking industry. 

Dr. Apams. But you have not been able to substaaiiate that charge 
in any way, as we have pointed out this morn’: 

Now as far as table VI is concerned —— 

Senator Lone. May I clear up one pomt!’ Does the ICC oppose 
competition w) ithin the trucking industry ? 

Mr. Crarxe. No, sir: we do not, Senator. In fact, many of these 
mergers and consolidations result in intensified competition. That is 
one of the factors that is considered in every case. Competition in 
itself is not the controlling factor. It becomes important only if it 
helps carry out the national transportation polic, y as declared by the 
Congress. If it results in more economical and better service to the 
public by increasing competition, then we are for it. If increasing 
competition adver: sely affects the quality of service and the price of 
the service, then, in following out the national transportation policy, 
we are opposed to increased competition in those instances. 

Senator Lona. I would hope that the Commission does not favor 
regulation where the effect of regulation is to prevent a reduction in 
price. For example, to keep from giving the public the savings that 
could be achieved by means of actual or more effective competition. I 
certainly hope that you are not going to achieve that result through the 
icc. 

Mr. Ciarxr. We consider there are two kinds of competition: Con- 
structive competition and destructive competition. The national 
transportation policy explicitly states we should prohibit or prevent 
what might be called destructive competition. 

Dr. Apams. Senator Long, just to keep the record straight, we have 
pointed out that competition under the mandate of Congress is a com- 
ponent of the public interest. The Commission is under statutory 
obligation to promote the public interest. We have said, unless there 
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is a clear showing that competition would be harmful to the effectua- 
tion of the national transportation policy, all other things being equal, 
the maintenance of competition ought to be paramount. 

We have shown in this report time and time again where the 
Commission has ignored the maintenance of competition and has done 
so without an affirmative showing of any sort that there are good 
reasons why maintenance of competition should not be an objective. 

Mr. Criarke. May I comment there? 

Dr. Apams. Yes; by all means. 

Mr. Cuarke. Dr. Adams assumes every time there is a merger or 
consolidation of two or more companies that that results in a reduc- 
tion in competition. In fact, in most instances the consolidation re- 
sults in increased competition because it makes a single company which 
has greater stability and dependability from a financial st: indpoint 
better able to compete with the thousands of other motor carriers and 
railroads. 

Senator Lone. What is your attitude with regard to entry of new 
competitors into the field? Suppose you permit “two furnishing serv- 
ices to consolidate in their service, and then someone else comes in and 
says, well, that being the case, we would like to compete with them. 

Mr. Mrronetu. Senator, we grant hundreds of rights, new rights, 
new certificates—I should say thousands—every year. These are just 
merger cases. 

Mr. Sruuts. To new carriers? 

Mr. Mircueiy. Well, I can’t give you the percentage, but there are 
a lot of new carriers. 

Mr. Sruurs. There were 26,000 carriers 15 years ago and there are 
now 18,000. 

Mr. Carxe. Right there, that is a misstatement in the report. 
There has never been 26,000 carriers. It states in the report that in 
1939 there were that many, but to arrive at that figure they have in- 
cluded intrastate carriers whose certificates are registered with the 
ICC under the second proviso of section 206 (a). 

Dr. Apams. Commissioner, just for the record, it should be pointed 
out that the figure of 26,000 was taken from a Commission study. 
We had no way of determining, other than from a Commission st udy, 
what the number of carriers was in 1939. 

Mr. Cxiarxe. Did you ask ? 

Dr. Apams. These are published statements, Commissioner. We 
can’t ask about them. Now if you don’t stand behind your published 
statements, we don’t know how to evaluate them. 

Senator Lona. Now, wait a minute. Let onespeak atatime. Just 
a moment. Who is the witness? 

Mr. Sruurs. It is just a roundtable discussion, Senator. 

Mr. Mircuexu. Senator, I want to call the attention of Dr. Adams 
to the fact that we only have about 300 mer ger cases a year under sec- 
tion 5, and so the number that have disappear ed couldn’t have disap- 
peared entirely through merger in the past 5 years because we deny 
a lot of them. 

Dr. Apams. Well, Commissioner Mitchell, of course, I need not 
tell you that many of the applications involve a merger among more 
than two companies. 

Mr. Mircuety. That is true. 
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Dr. Apams. That is a long string of companies that can be sub- 
sumed under one application, and the important thing here is the size 
of the merger and the impact on concentration. __ : 

Now, if you create “giants” in the industry, while at the same time 
reducing the privilege of merging to the little guys, and at the same 
time refusing to the little guys the opportunity of expanding through 
route and commodity extension, then, obviously, they are going to 
fold. You can’t compete with one hand behind your back. 

Mr. Mircnett. Might I ask Dr. Adams a question! Are you op- 

sed to granting of any mergers by the Commission ¢ 

Dr. Apams. Absolutely not. 

Mr. Mircuety. Well, what rule would you lay down in which we 
would be justified under your theory of granting mergers? 

Dr. Apams. That is a very good question, Commissioner Mitchell. 

Mr. Mircuett. That is a question I would like to have you answer. 

Dr. Apams. Yes, I will; and I am glad to see there are so many 
Commissioners in the room to hear my answer. 

My standard is a simple one. Will the merger lessen competition ? 
If so, it should be denied, unless there is a showing, a clear showing, 
that efliciency of operation will b2 increased as a result thereof, un- 
less there is a clear showing that the public will get the benefits of 
lower rates and better service. 

Mr. Mircnecy. Pardon me, but doesn’t every merger eliminate some 
competition ¢ 

Dr. Apams. It does; yes. 

Mr. Mircnerz. Then you would be against every merger ? 

Dr. Apams. No; I would not. 

Mr. Mircuety. Well, it seems to me every merger is going to elimi- 
nate some competition, 

Dr. Apams. Yes; that is absolutely true. 

Mr. Mircuey. [ think the thing in this case which is overlooked 
is the public interest. The public are entitled to trucking service and 
that is what they are getting now, and many of these mergers have 
added to the efficiency of the trucking industry which is carrying a 
big part of our transportation in this country. If we don’t merge 
them, it is the end of the trucking industry. 

Dr. Apams. Senator Long, I would like to point out in this regard 
that you cannot easily assume or make the easy assumption that each 
merger increases efliciency. 

Let me give you just one outstanding example: The subject of the 
McLean case many years ago, which kicked up such a fuss. Here was 
Associated ‘Transport—here was Associated Transport, Senator Long, 
which was the product of a merger of the seven largest carriers on the 
east coast. Associated Transport today is a carrier of general freight, 
with the largest operating revenues. It is the largest intercity car- 
rier of general freight in the country. It is on top of the heap as 
far as gross revenue is concerned. It was operating in 1955 at a 
deficit. It is not providing the improved service that you talk about. 

Mr. Mircue.yi. Did you examine their report, Dr. Adams? 

Senator Lone. Just a minute. Dr. Adams has the floor. After he 
has finished, I shall be glad to let you answer his comment. 

Is the witness through ? 
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Dr. Apams. Well, I submit to you that you cannot make the easy 
assumption that each merger will automatically increase efficiency and 
provide the public with better service. 

If you listen to the testimony of some of the individual complaints 
coming to the Senate Small Business Committee, you will find that 
people say, “If we ever want a shipment to get to its destination, we 
certainly aren’t going to interline with Associated.” 

Mr. Crake. Dr, Adams apparently assumes that increased effici- 
ency and improved service are synonymous. They certainly are not. 
In the case of Associated Transport, while the year 1955 may have 
resulted in a deficit for that company, nevertheless Associated Trans- 
port today and in 1955 was capable of rendering much better service 
than the seven separate companies that went to make up Associated 
could render prior to their consolidation, because it enabled the ship- 
pers to have single-line service from one point to another. Obviously 
that means a reduction i in time in transit; it means other savings for 
the shipper, and that is a factor which apparently Dr. Adams ignores 
when he merely looks at the financial table to judge efficiency, and 
doesn’t consider what benefits have gone to the shipper as a result. 

Dr. Apams. I am not ignoring that at all, Chairman Clarke. All 
Tam saying is that if Associated is so much more efficient and provides 
such better service for the public than its competitors, its financial 
showing should be much better than it is, but obviously its perform- 
ance is not up to snuff. 

Now, besides that, if single-line service is of such great benefit to 
the public, why doesn’t the Commission approve some smaller appli- 
cations, smaller carriers coming to the Commission begging for the 
right to institute single-line service through the merger. But there 
the Commission says: “We won’t do it.”. Why? “This will have a 
great impact on competitors in the area.” 

Let me come back—and Commissioner Mitchell is acquainted with 
this case, I know—the Law & Ingham case. 

Mr. Crarke. That is a pending roceeding. 

Dr. Apams. It was just csemeal t dae about the third time. No case 
is ever closed before the Interstate Commerce Commission. 

Mr. Sruxts. It was closed when this was written, I think. 

Mr. CuarKe. It certainly isn’t closed today. 

Dr. Apams. We better not discuss it. It might prejudice the case 
of Law & Ingham. 

Mr. Mircuett. Might I make a statement on Associated, and also 
another company you referred to, to show large companies are not 
efficient ? 

I think you will find—and this is simply from memory—that Asso- 
ciated, in 1955, had a long strike that affected their earnings, and I 
hold no brief for the efficiency of Associated or their operations. But 
you also referred yesterday to Riss & Co., and you said they had an 
operating ratio of 112. 

Dr. Apams. Yes; 112.4. 

Mr. Mrrcueut. I looked into that and found that Riss has three 
corporations; operating, leasing, and terminal. These three com- 
panies are owned by the family. I am not going to say they are all 
owned_by the same parties, but I think they are, or practically the 
same. 
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The operating company had a loss of $3 million; the leasing com- 
yany, which les uses only, or practically only, to the operating company, 
rs a profit of $2.5 million, and the terminal company, which operates 
the terminals, had a profit. I had our accountant look into this and 
I found that, if you take those three companies together, Riss & Co. 
had a profit in 1955, and I will say to you, Dr. Adams, that I advocated 
as strenuously and emphatically as I could that the Commission ought 
to investigate Riss’ manner and procedure of reporting his earnings. 

Dr. Apams. As is true in most cases, Commissioner Mitchell, I 
heartily concur with you in that recommendation. 

This shows dereliction on the part of the Commission if this kind 
of thing can go on. 

Mr. Mircuriy. We need congressional help, I understand, in order 
to get it. 

Mr. Srutts. I might say there, in some of these cases where a com- 
pany such as Riss or some of the other carriers are protestants ofa 
small business merger—we W on’t mention any names ; the operating 

ratio is submitted—not the operating ratio of the terminal company 

r the leasing company, but of the trucking company; is that not 
correct ¢ 

Mr. Cruarke. That might be the evidence put in by the protestant. 

Mr. Mircnetn. Well, that is true. 

Dr. Apams. As cited by the Commission in the Law & Ingham 
case. 

Mr. Srutts. This, then, is a bit of financial legerdemain that seems 
to me, like your statistics on control on Riss, uught well be looked into. 

Mr. Crark. Very true. But we will have to have legislation to en- 
able us to look at the books of an intrastate company that is not a 
certificated interstate carrier. 

Mr. oe Lrs. You have to have that? 

Mr. Cuarke. Yes. 

Mr. Sto Ltrs. Have you recommended legislation for that ? 

Mr. Cuarxe. I don’t know whether we have or not. Let me check. 

Mr. Srutrs. I notice some bills that came through this last week, 
and are over on the floor right now, about further control of the con- 
tract carriers, and that sort of thing. I wondered if you had asked for 
legislation on this? 

Senator Lona. Let me see if I understand. Does this relate to a 
situation where an intrastate carrier has a city area of an interstate 
carrier 

Mr. tg Yes; the subsidiary or the parent may be an intra- 
state carrier or it may be a noncarrier. It may not be the carrier at 
all, as in ae case of Riss & Co., which has a leasing company which 
is not a carrier and they have a terminal company which is not a 
carrier, 

Senator Lone. That is, is it not, a parallel situation to that back in 
the days when the railroads used to have the coal mines and you 
couldn't effectively regulate the railroads until you looked at the 
profit on their coal mines ¢ 

Mr. Cuarke. There is some parallel, and that has to be corrected 
by legislation; and it may be the only remedy for this problem is 
legislation. We are now about to consider our legislative recom- 
mendations to the Congress, which will be made in January, and we 
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are giving consideration to drafting a bill that might help cure this 
problem. 

Senator Lone. Did you want to say something, Mr. Mitchell ? 

Mr. Mircnet, No. 

Senator Lone. It seems to me that is a very obvious situation, _ 
long as you regulate carriers the way you do. In other words, i 
wouldn’t be so easy for any person subject to regulation to mip 

pad off his profit on a business—say the storage business for a carrier 
that is an intrastate carrier—and, therefore, keep down his profit 
showing. 

Mr. Ciarke. It is an extremely difficult problem, but it also raises 
some constitutional questions w hich we can’t ignore. Just how far 
can Congress go in giving the Interstate Commerce Commission 
authority, to look at or regulate i in any sense of the word a business 
which might be construed as strictly intrastate ? 

Senator Lone. It seems to me, Commissioner, as far as the Con- 
stitution is concerned, the courts decided that the Congress can 
regulate and control and pass laws for businesses that affect com- 
merce and that there could be no constitutional objection to looking 
at anybody’s books, if the Congress wanted or if the Congress said 
that. 

Mr. Mircuetyt. All we need, Senator, is approval of an act of Con- 
gress that a common carrier must report as one individual all of his 
operations. Certainly there is no constitutional question there in- 
voived. 

Mr. Sruurs. I hope that your view prevails. You may remember, 
Mr. Mitchell, when you testified in 1955, we - a long discussion 
about the worth of the operating ratios and a few other “things, and 
everyone agreed there should be better indices. We concluded this 
was a great victory for justice, but about 2 months later we got a letter 
saying that you were overruled by the Commission. I “hope here 
that the Commission will also ask the Congress to give them that 
authority. 

Mr. Carke. Of course, the reason for the subsidiary noncarrier 
company is primarily for tax purposes. That opens up another field 
that has to be explored before we can draft intelligent legislation. 

Mr. Mrrcneiyi. That may be, but in the Riss case, Riss charges the 
operating company, which has no equipment, or none to speak of. 
He charges them a profit in addition to the costs that his leasmg com- 
pany is confronted with, thus the le: asing company makes $2 million 
or something of that kind and the operating company paying these 
high lease rentals lost $3 million. 

Senator Lona. It certainly seems to me that effective regulation, as 
long as we are going to have regulation, is what we need. 

Mr. Strutts. Senator, I think there are 1 or 2 points that the com- 
mittee might wish to ask about here, and then the Commission may 
have other observations before we conclude. One is: In your state- 
ment, Mr. Chairman, I notice again and again reference to the chaotic 
condition in the industry prior “to 1935 and how fine things are now. 
I wonder if this isn’t true: The grocery store business and the steel 
industry, and just about everything that went under NRA type of 
control in 1935, in 1957 were pretty prosperous and were doing better 
than they did in 1935. Is that right? 
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Mr. Crarke. Not entirely. I would be glad to give you a current 
example of chaos in the trucking industry. All we have to do is to 
point to Alaska. The Senate Interstate and Foreign Commerce Com- 
mittee conducted hearings and they found chaotic conditions in 
Alaska, and thereupon instructed the ICC to draft legislation for con- 
sideration of the Congress to bring transportation in Alaska under 
the same type of regulation as we have in the States. 

They found that the conditions up there today are comparable to 
what they v were in the States before 1935. 

Mr. Srur ws. Let’s talk about the United States, because probably 
Alaska is somewhat different in its economic development than the 
United States is. 

Mr. CLarKe. The problem is the same. 

Mr. Sruurs. Well, in 1957, do you not agree that the steel industry 
is in better shape than it was in 1935? 

Mr. Criarke. Well, I am not too familiar with the steel industry, 
but I assume that they are better. 

Mr. Stuirs. How about the shoe industry? What industry would 
we pick that is not in better shape today than it was in 1935? 

Mr. Crarke. Well, I am not acquainted with that industry, but I 
will accept your premise that all businesses are better off today than 
they were in 1935. 

Mr. Srutts. So that it might possibly be a mistake to ascribe all 
the improvements in highway tr ansportation and motor transporta 
tion to the fact that it is ‘regul: ited by the Commission ? 

Mr. Crarke. We didn’t attempt to ascribe all of the improvement 
tothat. However, in the judgment of the people in the transportation 
industry, in every branch of the transportation industry, including 
the motor-carrier branch, regulation has had a tremendous impact and 
has been helpful in bringing about stability and dependability. I 
would say that there is hardly anybody in the business that advocates 
deregulation. 

Mr. Sruurs. That is not surprising, I would say. If I were in an 
industry and I had a little area fenced off for myself, | might prefer 
that to having everybody else allowed in. 

Mr. Ciarke. All right, then take the users of transportation; the 
shipping public feels the same way. 

Mr. Sruurs. I wonder about that. Certainly the one segment of 
the industry that is unregulated, which is agriculture, where at- 
tempts have been made from time to time to bring the agricultural 
industry under regulation, the shippers there have not supported that 
attempt w holeheartedly, to say the least. 

Mr. Crarxe. On the contrary, there is a growing sentiment among 
the producers of agriculture products that they “have to have the 
stability of regulation, and there is an increasing demand for amend- 
ment of the agricultural exemption provisions of the act t, and I pre- 
dict within a few years it will be done. 

Senator Lone. Who in the public is recommending that? I am 
just curious. Who is speaking for the public that brings you that 
conclusion ¢ 

Mr. Crarxe. Well, particularly food-processing companies. 

Mr. Sruurs. Food processing. We are talking about producers of 
agricultural goods. Now when the stuff is in the cans they “have to 
go through regulated trucks. 
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Mr. Cuarke. They have to get the raw materials in before they 
can them. 

Mr. Sruxts. What we are talking about now is: Do any farmers 
who are depending upon trucking for taking their goods from the 
farm to the market or to the cannery demand regulation? Have you 
heard them ask for this? Have you heard the Grange or the Farm 
Bureau Federation or Farmers Union come up and testify in favor 
of regulation ? 

Mr. CrarKe. I have not heard professional representatives of their 
associations so testify, but I have heard, or the Commission has heard 
from many, many farmers over the country who decry the fact that 
there is so much instability in the rate structure, and they yearn for the 
stability that the other branches of the industry have. 

Senator Lone. I must say I have not heard it. 

Dr. Apams. Mr. Chairman, I would like to state for the record 

that all the major farm organizations seem united on this point— 
the Farm Bureau, the National Council of Farmers Cooperative, the 
National Grange. They have supported the agricultural exemption. 
The Secretary of Agriculture has supported the agricultural exemp- 
tion. The Attorney General of the United States has, and it is, in- 
deed, surprising to hear Chairman Clarke suggest that farmers are dis- 
satisfied with the kind of service they are getting in this exempt 
segment of the trucking industry. 
Mr. CrarKe. Maybe I should clarify my position, Senator. No- 
body is suggesting that there should be regulation of transportation 
of agricultural commodities when the title to the commodity is still 
with the farmer; that is, so long as he owns the commodity and is 
transporting it to market. No one is advocating regulation of that 
phase of the movement. 

Senator Lone. Well, then, the thing you are talking about mostly 
is the return trip, about the farmer picking up a load to earn some- 
thing on his way back? 

Mr. Cxiarxe. That is a collateral issue involving trip leasing, but 
the second move, you might say, after the farmer has taken his prod- 
uct to market and it is bought by a produce merchant or a processor, 
and then the next move from there on, the people involved in that 
would like regulation or stability of rates, and that is where the ad- 
vocacy comes from. Nobody is saying or nobody is advocating that 
the first move, the farmer’s move, be regulated. 

Senator Lona. I believe most folks in this country are like me: I 
just look at the question of what it costs me to move my furniture, and 
if someone wants to bring down the rate, that is fine with me. 

Mr. Ciarke. If you bring down the rate, you are liable to bring 
down the quality of the service. 

Senator Lone. I suppose if a person wants the service, he wants to 
do the best he can for the money, and the better deal you can get, why, 
the more everybody will benefit, as long as the man can make a profit 
out of it. 

I gained the impression in Louisiana, when this issue came up with 
regard to the waterways, and these people came in and said there was 
a great public demand for additional regulation, that they are not 
always speaking for the public. There was presented to quite a few 
Senators up here that we should eliminate the exemption, make it 
possible for contract carriers to haul on the waterways. Quite a few 
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Senators and I reserved judgment on it, and, when it looked as though 
that bill was going to go into effect, the opposition in the area that I 
represented was tremendous. 

Every little fellow that had a boat felt that was just a case of the big 
fellows regulated by the ICC wanting to take their competitors out 
of the field, and that is what it looked like to me as I went by. I know 
some Senators [ have a high regard for joined on sponsorship of that 
and later withdrew their sponsorship and joined in opposing it. Prior 
to the time that these little people were heard from, however, we were 
led to believe by representatives of larger concerns that this was just 
going to be a fine thing and that the public wanted it. I think, after 
the bill had been in for a little while, many people who joined in spon- 
soring it didn’t think it was the right thing. I hope no one is being 
misled with regard to the desire of taking certain unregulated segments 
and putting them under regulation. 

It seems to me, where we have some competition that is not regulated, 
it is perhaps serving some fine, beneficial purpose. I know as far as 
the farmers are concerned, I never did see any indication those people 
wanted to be regulated by anyone any more than they are now. 

Mr. CiarKke. Well, it is true as far as the farmer is concerned, but 
he soon loses title or control to that property. Then it belongs to 
someone in a different business, not the business of raising the product, 
but in the distribution—the brokers. 

Senator Lone. Not with regard to the ICC; but I can say with re- 
gard to a lot of other things of which I know or I have seen—that 
often someone comes in and wants to be regulated and says the public 
wants better service—but, by the time you find out what the regulation 
is all about, they want to set up a board and keep somebody else from 
going into their business. 

I know that this is not true with the ICC, but this is often the case 
on the State and local level. 

Mr. Cuarke. May LT ask Dr. Adams a question ? 

Senator Lona. Certainly. 

Mr. Criarke. Dr. Adams, if your study is, in fact, what the title 
implies, “Trucking Mergers, Concentration and Small Business: An 
Analysis of Interstate Commerce Commission Policy,” why, then, did 
you completely ignore the thousands of consolidations and mergers 
of small carriers that come under section 212 (b), a statute specifically 
designed to take care of the small carrier ? 

Dr. Apams. Well, Commissioner, we explained that to you in our 
opening statement this morning. I will repeat it for your benefit. 

This was done, primarily because approval of mergers is virtually 
automatic under the Commission’s 212 (b) rules if less than 20 vehicles 
are involved. In other words, the Commission exercises virtually no 
discretion in those cases, and hence we were not in a position to judge 
its merger policy by studying the administration of that section. 

Then we go on and say: 

Finally, and most important, the number of approvals under section 212 (b) 
has obviously not been sufficient to offset the impact on concentration of the 
approvals under section 5. As our report clearly shows, concentration has 
increased and the average market control exercised by the largest carriers has 
increased—despite the transfers under section 212 (b). 

Now let me point out to the committee, if I may, that obviously 
we couldn’t take the merger movement in the trucking industry start- 














110 TRUCKING MERGERS AND CONCENTRATION 


ing in 1935 and bring it right down to 1956 and study every single 
aspect of it. This study was not worked on by a 130-man bureau of 
transportation economics and statistics of the ICC; it was worked on 
by two individuals who didn’t even have secretarial help. 

Now, I say to you that we have studied section 5 of the act, which 
is the important merger provision. This is more than the Commission 
has ever done. The Thilinitesicln doesn’t have a study of either section 
5 or section 212 (b). 

Now, in table VI, the one that you have attacked consistently— 
and I direct the attention of the committee to it, if I may, to page 30 
of the study (see appendix, p. 245). This table is entitled “Class I 
carriers under joint control with the 100 largest common carriers of 
general freight (intercity), 1955 and 1950.” It does exactly what it is 
purported to do; it shows the growing concentration among these 37 
control groups. What we compare is what these groups controlled in 
1950, including carriers other than general freight, with what they 
controlled in 1955, including carriers other than general freight. 

If I may have Mr. Clarke’s attention—— 

Mr. Mrrcuety. I wonder if I might put in, Senator, these figures? 

Senator Lone. Let’s have Dr. Adams complete his statement. 

Mr. Mrrcenety. Were you through? 

Dr. Apams. No; I was waiting for the attention of Commissioner 
Clarke. 

Mr. Mrrcwett. I have the figures if I might put them in. 

Senator Lone. First let Dr. Adams make his statement. He wanted 
Chairman Clarke to hear it and let’s let him make his statement and 
then we will hear from you. 

Mr. Mircuetn. Pardon me; I thought you were through. 

Senator Lone. He wanted Chairman Clarke to hear what he was 
saying and Chairman Clarke was conferring with someone else. 

Dr. Apams. Well, Commissioner Clarke, we have done nothing out 
of the ordinary in this table. We have done exactly what the Com- 
mission does in its statistics. Any time a petroleum carrier is merged 
with a general freight carrier, the petroleum revenues are added onto 
the general freight revenues. 

Now, we shouldn’t have to point out to you that the only statistics 
available to us are those collected by the ICC. That is all we had to 
rely on. We admit that there are better measures if the proper sta- 
tistics were collected, but it was up to you, Commissioner, to order 
those statistics to be collected. It isn’t up to us. We can’t go around 
collecting the statistics from 18,160 carriers. 

I might add, and I call this to your attention, that the Commission 
presumably requires reports from eighteen-thousand-and-some-odd 
carriers in the industry, but you ask your Bureau of Economics and 
Statistics “what about class IT and ITI carriers?” and the Bureau will 
be able to give you no more than a sample of these class IT and IIT 
carriers. 

I ask you: How can you regulate an industry when you don’t know 
basic statistics on the firms that you are regulating? How efficient 
can regulation be? 

Senator Lone. Do you want to comment on that? 

Mr. Jeusma. I would like to comment on that. We answered that 
same question of Dr. Adams last year. On class II and III motor ear- 
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riers, the reports are available; and on individual cz ases examiners and 
people interested in the cases examine those reports in connection with 
those specific cases. 

Now we do not publish information or summarize those reports, 
but the Commission does use them in connection with the regulatory 
functions. 

Mr. Sruurs. Can you give the total revenues for all of those? 

Mr. JetsmA. I stated we do not make the summarizations. When 
we have sufficient people and money to do it, we will do it. We tried 
to do it this year, but we did not have the staff to do it. 

Senator Ilona. Have you made a study of the concentration of the 
trucking industry as of the last few years ?- 

Mr. Jetsma. I do not believe that we have made any studies on 
concentration per se. 

Senator Lone. Do you believe such a study should be made or should 
be considered ? 

Mr. Crarke. I see no value to such a study. 

Senator Lone. Are you interested in the problem of monopoly ? 
Do you believe that is importi int as regards the trucking industry 4 

Mr. CuarKe. There is absolutely no danger of monopoly in an in- 
dustry such as this, Senator, where you have 18,000 carriers with 
the largest carrier having less than 2 percent of the business. Asso- 
ciated ‘Transport, which has been mentioned here before, according 
to Dr. Adams has 1.848 percent of the total revenue. I refer specifi- 
cally to the table on page 30 (see appendix, p. 245). 

Senator Lone. How far do you think concentration should go be- 
fore you begin to consider the monopolistic aspects of the industry ? 

Mr. Crarke. Well, certainly a lot further than it has gone. While 
there obviously has been a certain amount of concentration, in my 
personal opinion, there hasn’t been enough concentration. We need 
more concentration than has occurred if we are going to have a 
healthy, vigorous motor-carrier industry. 

Dr. Apams. I would like to point out to the committee, if I may, 
Chairman Clarke seems to be referring constantly to the Adams- 
~eery study on concentration. How can he know that concentration 

1s not much of a problem before this very study was made? What 
alee e did he have? Not one bit of evidence on this subject. And 
I would like to call to your attention, Senator Long, that the following 
are the Commission’s own figures. 

Now, Senator, they show, as ¢ learly as anything can, that 5.63 per- 
cent of all class I, II, and III truckers earned 29.06 percent of the 
revenues in 1951, but by 1954, just « 5 years later, only 4.7 percent of 
all carriers earned more than twice that percentage; that is, 62.3 
percent. 

Now this, to me and to Dr. Hendry, is a dramatic increase in aggre- 
gate concentration. I can’t see how the Commission can deny that. 

Mr, Crarke. In our opinion, it is infinitesimal. It doesn’t amount 
toa thing. 

Senator Lone. You mean, when 4.7 percent of the carriers have 
63 percent of the revenue, that that is unimportant ? 

Mr. Ciarke. Yes, sir. 

Senator Lone. When you have an industry that has wide dispersion 
of ownership, large numbers of competitors, and you have a constant 
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concentration, a growing concentration, and persistent mergers going 
forward, do you think that it is well to start considering w here you are 
going in ‘the early stages, or do you think it might be well to wait until 
vou have heavy concentration before you start taking cognizance 
of that? 

Mr. CrarKe. We are constantly aware of the problem, Senator. 
As I stated, in our opinion or at least in my opinion, we need more 
concentration than we have had, so there is no reason to be alarmed 
about it at this stage of the game. It is like the history of the rail- 
roads. 

Senator Lone. I think perhaps you are speaking from bias now. 
Perhaps I am speaking from bias, too, as I asked to be assigned to this 
Committee on Small Business, and I am interested in trying to keep 
a lot of small business in competition. 

Mr. Crarke. But the primary guide that we have to follow—— 

Senator Lone. I have heard arguments before that you ought to 
have more concentration in industry. 

Mr. Mrrcnetx. Senator, in each case that comes before us in these 
merger cases, we take into consideration competition and the effect it 
will have. If we made a nationwide study, that wouldn’t help us. 
It is the individual case that we must consider, and we do that. 

Now to show you we are not trying to limit competition, our annual 
report shows that in 1956 we gr anted 1,984 new operations and exten- 
sions, and we only denied 559. 

Now as regards section 5 applications, in 1956 we granted 271 and 
we denied 50. On section 212 (b), and this is interesting, we granted 
837. 

Senator Lone. When you break those down, do you break them 
down as between new operations and extensions? 

Mr. Mrrcuett. I am sorry, I can’t do that. 

Senator Lone. Isn’t that important? 

Mr. Mrrcneni.. That is important and probably could be broken 
down. I haven’t those figures here. 

Senator Lone. Wouldn’t those figures be meaningless if you don’t 
break it down between the two? 

Mr. Mrrcuet.. I think we can furnish you with that. 

Senator Lone. You ought to get that, Mr. Mitchell. 

If you want to complete your statement, go ahead. 

Mr. Mrrceneiy. On section 212 (b), the small-operation mergers, 
we granted 837 and denied 157. In other words, we had almost three 
times as many section 212 (b)—the small boys—as we did the 

“oiants.” 

Mr. Struuts. Why did you deny any of those? I thought that was 
automatic. 

Mr. Rater. I might answer that question. Those applications are 
presented under the rules prescribed by the Commission. One of the 
criteria in those rules is that the transferee might be fit. willing, and 
able to conduct the operations taken over. In some instances, the 
application has to be denied because of a finding of unfitness. Now 
that is one explanation of the denial. 

Another rule is that where the selling carrier has discontinued his 
service, and usually it is for as much as 6 months or more, the trans- 
feree must show to the Commission’s satisfaction and the trans- 
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feror, also, that the interruption which occurred was something which 
was beyond his control. 

Mr. Srutrs. May I break in right now, Mr. Raley? These figures 
Mr. Mitchell just gave—there were a total of 994 section 212 (b) ap- 
plications. Now, I wonder if Mr. Clarke would like to turn to page 5 
in his statement, where he said yesterday that 98 percent of the 
unifications were approved, which today he cut to 90. I ask if he 
would like to cut it down to 85 percent. 

Mr. CiarKe. No, sir; I want to leave it at 90. I am talking about 
the period covered by Dr. Adams’ study. 

Mr. Srutts. I see. So, right now you are turning down a lot more 
than you did earlier ; is that right? ¢ 

Mr. Raxey. I don’t think that is true. The number would vary 
from time to time. 

Mr. Struurs. But 85 percent were approved in 1956, according to 
these figures ? 

Mr. Ratry. That is in the annual report of the Commission. 

Mr. Srutts. Now, almost that percentage of section 5 applications 
were approved, too. 

Dr. Adams, what was the percentage 

Dr. Apams. That is correct, I think. 

Mr. Srutts. So, if there is only about a 10-percent differential 
between what is an almost automatic 212 (b) and the full-scale 
investigation of a section 5- 

Dr. Apams. Other carriers had a 75.97-percent approval rate under 
section 5 for the period 1950 to 1956. 

Mr. Sroutts. That is for smaller carriers? 

Dr. Apams. That is for smaller carriers; yes. 

Mr. Struts. For the “giants,” it is how many? 

Dr. Apams. For the “giants,” the approval rate was $1.14 percent, 
and, of course, as we go on to point out, it isn’t the number of mergers 
approved, but the size of the mergers and the impact on concentration 
that is the significant thing. 

Now, Chairman Clarke made a very interesting statement here, 
saying that he believes that more concentration is in order. In fair- 
ness to Mr. Clarke, it should be pointed out that many other people 
agree with that opinion. 

‘We were interested to note in the St. Louis Post-Dispatch of March 
4, 1956, which I hold in my hand now, and which I will submit to the 
reporter, Mr. James R. Hoffa has been quoted as follows: 

“The future of labor- management relations is big labor and big 
business,” Hoffa says, “for there is no room for the small business or 
the small union.” 

The headline of this article reads: “Hoffa, Teamsters’ Heir Appar- 
ent, Thinks Small Business Must Go.” 

Similarly in the New York Times of March 23, 1956, Mr. Hoffa 
is described as the Napoleon of Teamsters, “a believer in big business 
and big unions. He sees no place for the little fellow in today’s 
economy. He is only 5 feet 5 inches tall, but no one mistakes him 
for a little fellow.” 

Now, if we are going to promote concentration as a conscious policy, 
as Chairman Clarke seems to be suggesting, what affirmative showing 
does he have in particular cases or in general that such concentration 
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will promote the public interest? I challenge the Commission to 
show that. 

Mr. Cuarke. I will be glad to accept that challenge. I would use 
as my author the Supreme Court. As I quoted from them yesterday, 
where they were describing in one of their decisions the consideration 
which led Congress to enact the Motor Carrier Act, they said that the 
industry was unstable. They were talking about prior to 1935. 

Then the industry was unstable economically, dominated by ease of competi- 
tive entry and a fluid rate picture. As a result, it became overcrowded with 
small economic units which proved unable to satisfy even the most minimal 
standards of safety or financial responsibility. 

Now that condition has been considerably improved under regula- 
tion, but I submit that there is more improvement that has to be made 
yet if the shipping public is going to have the dependable motor- 
carrier service at reduced rates, which we are required to promote by 
the national transportation policy. 

Senator Lone. It seems to me that as long as we have a policy, that 
is, the national transportation policy, that attempts to keep effective 
competition and prevent a monopoly and outlaw monopoly as a con- 
scious national policy, that that should be considered by your agency 
and if the concentration is growing, you ought to keep up with it. Am 
I wrong in that? 

Mr. Cuiarke. You are absolutely right, Senator—that we must be 
aware of it. However, in some respects that Federal policy is in direct 
conflict with the Interstate Commerce Act. 

That act, for example, says that mergers and consolidations are 
specifically exempt from all antitrust laws. The legislative history 
of the Motor Carrier Act and of the Transportation Act of 1940 clearly 
show that it was the intent of the Congress that we should encourage 
the growth of the motor-carrier industry by taking such action as 
might be necessary to make it more stable and de »pendable, by consoli- 
dation or by other means. 

Senator Lone. These things occur to meas the situation changes. A 
good law one year is not necessarily a good law another year. Now, 
it is one thing to pass a law taking the attitude that the industry is 
chaotic and it needs stability and does need some regulation to assure 
the public of service, and another thing if, subsequently, the result of 
such legislation is that concentration gradually grows. 

It takes no small amount of capital, but a large amount of capital, 
for a person to even enter the industry. Once we have nationwide 
concerns and we have carriers from one end of the Nation to the other, 
then the real need of regulation that existed prior to that time doesn’t 
exist in anything like the same degree, because, for people to get in 
and compete w ith those who are doing most of the business, they must 
have large amounts of capital and have a great amount of service to 
furnish. 

At that point, it seems to me, we should start thinking about the 
monopoly aspect of the problem, which, of course, was of no particular 
concern at the time the act was passed. Does that make sense ? 

Mr. Crarke. It does, but it is a relative thing. We are so far away 
from that and if mergers continue at the present rate it would be 60 
years before we faced a situation of that kind. 

Dr, Apams. Senator Long, I think it should be pointed out—if I 
may have Chairman Clarke’s attention again—that, if the big fellows 
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are so much more efficient than the little fellows, why don’t we open 
up entry into this industry and let the little fellows come in and take 
their chance? An outfit like General Motors isn’t afraid of competi- 
tion by some newcomer in the industry, but the big fellows in the truck- 
ing industry insist on regulation of entry. 

Now, furthermore, I would like to repeat—I said this before you 
came in, Senator Long—the national transportation policy, as inter- 
preted by the Supreme Court, does not relieve the Interstate Commerce 
Commission from the obligation to consider antitrust pokey. That is 
what the Supreme Court says in the definitive McLean case: 

Hence the fact that the carriers participating in a properly authorized consoli- 
dation may obtain immunity from prosecution under the antitrust laws, in no 
sense relieves the Commission of its duty, as an administrative matter, to con- 
sider the effect of the merger on competitors and on the general competitive 
situation in the industry, in the light of the objectives of the national transporta- 
tion policy. 

Mr. CiarKke. May I read from the same decision ? 


There can be little doubt that the Commission is not to measure proposals 
for all motor consolidation by the standards of the antitrust laws * * * such 
consolidations it recognized * * * were appropriate for effectuation of the 
national transportation policy. 

Dr. Apams. The emphasis there is on the word “all.” In other 
words, there has to be a clear showing why the policy of the antitrust 
law ought to be ignored in particular cases. 

Mr. Mircuen.. Senator Long, i want to emphasize again that we 
do take into consideration, in every merger case, the question of the 
effect upon competition. 

Senator Lone. What is sae attitude as regards greater concen- 
tration, Commissioner Mitel hell? 

Mr. Mrrcnexx. Well, I think we are going to have more mergers. 
I don’t have any doubt sbi that, but we are not concentrating all 
of them in one part of the country. We are approving these mergers 
in different parts of the country, and if it isn’t going to affect com- 
petition and if it is going to furnish better transportation service for 
the public, I am in favor of it. 

Mr. Sruurs. There is certainly an impact when you allow, for 
example, the lines that are interconnecting to get together. The peo- 
ple who used to interchange at the eastern and western terminals, 
let’s say, of the two former independent lines, no longer have anyone 
to interchange with at that point. It has a tremendous impact that 
way, | think. 

Mr. Ratey. That never is the case 

Mr. Sruttrs. Someone acquainted with the Riss Co. came to our 
committee and said: 

We used to do a lot of business to Denver. We interlined to Denver with 
those truck companies that had terminals at Denver and went on to the west 


coast. Right now there is no one who ends at Denver. They all come right 
on through. We cannot interline our traffic. Our traffic in Denver has dropped 
off. 


And he cited the percentage, which I can get. 

Now it appears to me that not only do you have to worry about, 
let’s say, the applicant’s financial stability and say that he is more 
stable when he has a route structure from San Francisco to Denver 
to St. Louis, but you also have to worry about the people who used 
to go from St. Louis to Denver, who no longer have an economic 
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route structure, and must pass out. I think you would have to agree 
with me. 

Mr. Crarxe. I couldn’t possibly agree with that statement. 

Mr. Sruurs. You do not agree that the impact of your decision is 
on other existing businesses and that it should also be weighed ? 

Mr. CuarkKe. ‘Certainly it should be and it is weighed, but I don’t 
agree with you that they are dying out or being for ced out of the 
business. 

Senator Lone. At this point I have to call this session to an end. 
I regret that I was not present from the beginning, but I was serving 
on another committee. 

Mr. Srutts. Incidentally, we will adjourn now until 10 a. m., 
Thursday, July 11. We don’t know the room number but we will let 
you know as soon as possible. 

(Whereupon, at 1 p. m., the hearing recessed to reconvene at 10 a. m., 
Thursday, July 11, 1957. ‘) 
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THURSDAY, JULY 11, 1957 


Unirep States SENATE, 
SeLect COMMITTEE ON SMALL BUSINESS, 
Washington, D.C. 

The committee met, pursuant to recess, at 9:40 a. m., in room 324, 
Senate Office Building, Senator John Sparkman (chairman) pre- 
siding. 

Present: Senators Sparkman, Thye, Schoeppel, and Javits. 

Also present : Walter B. Stults, staff director ; Lee C. White, counsel ; 
F. Bradford Morse, administrative assistant to Senator $ Saltonstall: 
and Joseph Skubitz, administrative assistant to Senator Schoeppel. 

The CHammaNn. Let the committee come to order. 

I have been waiting because I was informed that both Senator 
Javits and Senator Thye were on the way here, but, apparently, they 
have been delayed. 

This meeting was set for the purpose of allowing Senator Schoeppel 
to examine Dr. Adams, since Senator Schoeppel was not able to be 
present at the 2 days’ hearings we held recently. 

Senator Schoeppel, unfortunately, I have an appointment right now 
that I must leave for. I think it will be very brief. 

Senator ScHorerre.. Shall we wait, Senator ? 

The Cuamman,. No, no; what I was going to say was I would be 
glad if you would just go right ahead, and I will return just as soon 
as I possibly can. 

Senator ScHorpren. I want it perfectly agreeable with the chair- 
man. 

The CuairMAn. You go right ahead, and I will return as soon as 
I can. 

Senator Scnorpren. Before the chairman goes, I want to make a 
preliminary statement here. I assume that at the time when we have 
this record printed the matter of the exchange of correspondence will 
be made a part of the record. 

The Cuarrman. That has already been made a part of the record. 

Senator Scuorrret. Now, I want to say one other thing: The chair- 
man made a statement with reference to an article that appeared in 
the New York Times: 


I notice in today’s New York Times on the front page “Senate TV Report 
Scores Networks—a Senate committee staff report’—I am just reading part of 
the excerpt—“‘A Senate committee staff report averred yesterday”’—that comes 
from the Interstate and Foreign Commerce Committee, a committee of which 
Senator Schoeppel is likewise a member, and I am informed he was in favor of 
that staff report. So, apparently, his objection does not go to staff reports as 
such. 
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For the record, I would like to say that that is known as the Cox 
report, and is the committee report of a proceedings that was held in 
the Interstate and Foreign Commerce Committee, on television hear- 
ings, in quite an extended fashion. That was based upon public hear- 
ings held by the committee, with thousands of pages of. testimony 
taken. 

In the executive session of the committee the matter came up after 
the report had been circulated as a confidential report to all of the 
members of the Interstate and Foreign Commerce Committee, for each 
member of the Committee’s perusal. The report as such made cer- 
tain recommendations, and references were made by referring this 
report to certain of the executive departments of the Government for 
their report on this Cox report and on these hearings that were sum- 
marized in this report. 

In the wisdom and the judgment of the committee, I will say quite 
frankly here, which was in executive session, the matter came up for 
determination. I was perfectly agreeable to have the report incor- 
porated as a committee report. Some of the members of the Inter- 
state and Foreign Commerce Committee felt that inasmuch as the re- 
port was being referred to 2 or 3 of the other executive departments, 
we should wait until we had the reports back from those departments 
before the full committee, at which time the matter would be taken 
up, and then the full committee would act upon the report and make 
recommendations and additions and suggestions in the light of the 
reports that were coming back, but I want the record to show here in 
this proceeding that I understand that this report is not based upon 
a series of hearings such as we had in Interstate and Foreign Com- 
merce Committee over weeks and weeks and thousands of pages of 
testimony. I will be glad to submit those for the benefit of the record 
here. Here are the re eports of the hearings. 

The Cuarrman. You are not asking that they be put in the record? 

Senator Scuorpret. I am showing the volume of the reports which 
shows the report is in a different category than I construe this to be. 
I have no quarrel with the approach, but I do want to clarify the rec- 
ord in that respect. 

The Cuarrman. Let me say this, Senator Schoeppel : If you referred 
to earlier remarks that I had made right at the beginning of the hear- 
ing, you will see that I discussed how this particular hearing had come 
about, and I said some Senators object to the use of staff reports under 
any conditions; and that is true. I am sure the Senator knows that. 
We have run into that in other committees. I said others object to 
their being used unless they are approved by the committee, or some- 
thing along that line. I pointed out in this case you had not indicated 
that you disapproved the use of staff reports as such, and I assume 
that you did not, because I saw this article later in the New York 
Times. 

Senator Scoorpret. That is correct. 

The CuHarrman. But some Senators do as a matter of principle op- 
pose the use of staff reports in any form whatsoever. Now, [ also 
stated this, and it might be well to restate this: At the beginning of 
the hearing the latter part of 1955, we did hold several days’ hearings 
on this trucking question, in which the committee, within the limited 
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time that we had for use for that purpose, and with the material and 
the witnesses that we had, did try to go into it as fully as we could, 
and the full committee put out a report. Now, in the submission of 
that report Senator Schoeppel had individual views. I don’t think 
it was a dissent, necessarily, but he had individual views in which he 
pointed out that the report was based upon an inadequacy of infor- 
mation from the files of the Commission itself, and it was on the basis 
of that, that, when our agenda was arranged for the adjournment of 
Congress, this was set up as one of the paces to be done; that we 
would get somebody who could devote the time to go into the Com- 
mission itself, go into the files, bring out the information, and give 
that. Now, that is what this was. 

I may say to the Senator that I am sure he is aware of the fact that 
a majority of this committee voted to publish this as a staff report, 
but because the Senator asked for an opportunity to examine Dr. 
Adams and Dr. Hendry we set up these hearings, and it was done out 
of courtesy to the Senator from Kansas and, also, because we have 
tried, as he knows, during the time that we have been here, to operate 
as nearly on the unanimous basis as we could. 

Senator Scuorrre.. [ do very much appreciate the statement on the 
part of the chairman of this matter, and I think, if my correspondence 

oes into the file, it will indicate that I have no objection if the ma- 
jority of the committee wanted to make it a report. I merely stated 
some of my views. 

Of course, Dr. Adams and I are going to be poles apart on some 
theories, which is natural. 

The Cuarrman. Establish your areas of agreement as well as dis- 
agreement, and I will be back as soon as I can. 

Senator Scuorrrer. I want to say at the outset here that I have re- 
ceived a telegram this morning from the Allied Van Lines that was 
sent to me and delivered to me this morning about a half hour before 
I came down to the hearing, addressed to me, and it says: 

Re report prepared for the Select Committee on Small Business by Drs. Adams 
and Hendry. 

DEAR SENATOR SCHOEPPEL: Several weeks ago we were advised that the above 
report had been prepared but that it was contidential and, before being released 
for publication, the committee itself would consider the very grave charges 
against the trucking industry said to be contained in the report. At that time 
we did not know that Allied was in any way involved. We were, therefore, 


shocked and grieved to learn from the public press that the report had already 
been released before receiving any consideration by the committee. 

Conclusion 7 on page 5 of the report and finding 35 on page 14 of the report 
(see pp. 219 and 228) charge that this company has been operating unlawfully 
and in violation of court decrees and orders of the Commission, and that the 
Commission after finding that it had thus been operating, nevertheless, had set 
aside former orders and approved operations not substantially different from 
those which it had condemned in earlier proceedings. 

Every statement in conclusion 7 and finding 36 is unqualifiedly false. 

The members of your committee, in addition to being outstanding members of 
the Nation’s highest legislative body, are also lawyers of national reputation. 
Because of this preeminence, the publication of these wholly false interpretations 
of Commission and court decisions purporting to reflect upon our company, ap- 
parently with the tacit approval of the committee, has worked a grave injustice 
upon us, which, unless corrected, will grow in seriousness, 
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The statements of the report above cited purportedly are based upon part III 
of the report, which is a wholly biased review of three proceedings before the 
Interstate Commerce Commission and one before a district court, in which our 
company was involved during the period 1936 to 1946. The proceedings before 
the Commission involved three separate and distinct sections of the statute and 
were governed by wholly different statutory standards. The contention of the 
report that there is a conflict in these decisions is due to what appears to be a 
congenital failure to distinguish between statutory standards by which the Com- 
mission must be governed in proceedings under the several sections of the Inter- 
state Commerce Act which are involved. The statements with respect to the 
consent decree simply are false. 

If, before adopting this report, the committee will have a review made of 
the decisions which are criticized, by unbiased counsel competent to interpret 
and to understand statutes, it will be found that the conclusions and findings 
first mentioned above are wholly unfounded. 

To facilitate examination I attach a chronological history of the involved 
proceedings, and a memorandum commenting upon some of the misstatements of 
fact with respect to Allied which are made in part III of the report. 

If public hearing is to be held before a committee report is released, I would 
appreciate an opportunity to appear before your honorable committee. 

Yours sincerely, 
Louis SCHRAMM, Jr., 
President, Allied Van Lines, Inc. 

The attachment that he attaches to this telegram is a chronological 
history of the Allied proceedings, and I just ran a hurried computa- 
tion. I think it runs some 14 pages. 

The reason I mention this at the very outset is this: In one place 
he says: 

The members of your committee, in addition to being outstanding members of 
the Nation’s highest legislative body, are also lawyers of national reputation. 
Because of this preeminence, the publication of these wholly false interpreta- 
tions of Commission and court decisions purporting to reflect upon our company, 
apparently with the tacit approval of the committee, has worked a grave in- 
justice upon us * * *, 

That is the statement he uses in his telegram. I don’t know why 
he sent the telegram to me, other than they knew the hearing was on 
this morning. "; do want to leave the telegram, when I have an 
opportunity ‘to make a copy of it for the benefit of the committee 
here, but I want to say that as far as one member of the committee is 
concerned, and that is myself, I have not had time to go into all of 
the matters that are set forth in this telegram, but that I would want 
the record to show that I do not agree with the conclusions reached 
by this re Sports hence my desire to talk to Dr. Adams here and ask him 
a series of questions involving it. 

I do not know what the attitude or the judgment and the wisdom 
of this committee will be upon any further type of hearings or what 
should go into the record, and I would prefer to leave this matter 
until such time for the determination of the chairman and the other 
members of this committee. I merely wanted to bring this to the 
attention of the committee. 

(The attachment to the telegram, referred to by Senator Schoeppel, 
follows :) 
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Chronological history of Allied proceedings 
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Some MISSTATEMENTS OF Fact ReGarpine ALLIED VAN LINES, INC. 


1. At page 107 (see appendix, p. 336), report states that consent decree of 
December 28, 1945, ordered Allied system to be dissolved and precluded the 
coordination of the Allied agents which was the heart of that system. 

The complaint did not pray and the order did not direct that Allied be dis- 
solved. The only reference to dissolution was a reservation in article X that 
the plaintiff might thereafter petition the court for dissolution. No provision 
of the consent decree interferred in a material manner with the operation of 
Allied as it had been conducted for years. Prior to the decree, the National 
Furniture Warehousemen’s Association, a corporation, as trustee, held all of 
the capital stock of Allied for the sole benefit of the latter’s warehousemen 
agents, and voted same as directed at the annual convention of these azents. 
The only effect of the decree was to transfer the stock from a trustee to the 
individual beneficiaries. From the day after the decree was rendered to this 
date, Allied has operated substantially as it did before the decree with the full 
knowledge and at least the tacit approval of the Department of Justice which 
has been fully advised of those operations. 

2. The statements at page 110 (see appendix, p. 339) that “the Allied system 
was illegal in its conception and operation; that it was unfranchised, and that 
the Commission did not consider it a necessary or desirable element in the 
Nation’s transportation network” are unqualifiedly false. No claim was ever 
made that, when Allied was organized in 1925, it was illegal. No franchise was 
required prior to the Motor Carrier Act. After the effective date of the Motor 
Carrier Act, Allied operated strictly under the provisions of that act by virtue 
of its grandfather application, the effective date of the denial of which was post- 
poned by the Commission for the express purpose of enabling the acquisition of 
control to be consummated. The Commission has never intimated, much less 
found, that Allied was not a desirable transportation network. 

3. At page 114 of the report (see appendix, p. 343), it is contended that the 
comparisons between the pooling, certificate, and control decisions bear out an 
earlier contention of the report that differences in these decisions did not rest 
on “substantial or even discernible grounds.” 

There is no inconsistency between the decisions in the pooling, acquisition, 
and certificate cases. Under the certificate case, the statutory standard was 
whether or not Allied Van Lines was operating as a common carrier by motor 
vehicle on June 1, 1935, and the particular issue whether or not it, as the 
earrier which executed the bill of lading and assumed responsibility for the 
shipment, was entitled to a grandfather certificate, or whether the individual 
agents, who performed the hauling service with their vehicles and employees, 
were entitled thereto. The question was an extremely close one of law. On the 
one side was the decision of the Court, in United States v. Rosenbloom Truck 
Line (315 U. 8. 50 (Jan. 19, 1942) ), affirming the Commission’s finding that the 
operator of the business rather than an owner-driver was the carrier entitled to 
the certificate, and on the other side, the decision of the Court in Acme v. United 
States (309 U. S. 688), that the truckline which performed the physical trans- 
portation and not the freight forwarder which was the operator of the business 
which assumed responsibility for the shipment, was the carrier entitled to the 
certificate. The Allied status fell in between these two decisions. Division 5, 
which was charged primarily with the administration of the Motor Carrier Act, 
held that Allied was entitled to the certificate. Later on, a divided Commission 
held that the agent and not Allied was the carrier, and entitled to the certificate. 
No discretion was involved. It simply was a question of law upon undisputed 
facts as to which carrier was entitled to the certificate. 

The pooling application was filed pursuant under section 5 (1) of the act, 
providing for pooling of traffic, revenues, and services. In that proceeding 
Allied contended that the section authorized the pooling of operating authori- 
ties. The Commission held to the contrary—again an issue of law upon undis- 
puted facts and again no element of administrative discretion or policy. 

The control application was filed under section 5 (2) of the act, where the 
statutory standards are (1) consistency with the public interest; (2) the effect 
of the proposed transaction upon adequate transportation service to the public, 
not only of the applicants but of all carriers; (3) the total fixed charges result- 
ing from the proposed transaction; and (4) the interest of carrier employees 
affected. These call for an entirely different kind of proof than required by the 
standards prescribed for pooling under section 5 (1). The essence of the pooling 
decision was that the statute did not authorize the application since it involved 
the pooling of operating rights. The essence of the control decision was that 
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the acquisition of operating rights was expressly authorized by statute upon 
making the statutory finding and that such a finding was required by the proof 
introduced by applicant. 

To anyone with the slightest familiarity with the interpretation of statutes, 
there would be no question of any conflict between these decisions and the 
reiterated charges of the report that there was such a conflict, and one not 
based upon substantial differences can be ascribed only to blind bias or 
unbelievable ignorance. 

4. At page 108 (see appendix, p. 337), the report would have it that, whereas 

362 Allied agents joined in the pooling application, only 326 joined in the control 
application. This overlooks the fact that subsequent to the effective date of the 
acquisition application, 48 agents who had heretofore not joined in the control 
application, joined in the supplemental application, and the acquisition of these 
rights was subsequently authorized. As a matter of fact, relatively few Allied 
hauling agents did not join in the control application. However, this is a matter 
peculiarly for the consideration of the carriers involved rather than of the 
authors of the report. 
5. The statement is made at page 110 of the report (see appendix, p. 339) that 
the application in the pooling case was rejected partly because Allied would 
thereby attain common-carrier status and partly because the Commission con- 
sidered the surrender of the rights in the pooling application a sacrifice by the 
agent which was not matched by Allied. Neither of these statements is correct. 
As heretofore stated, the pooling case went off soley on the legal issue of the 
statutory authority to pool operating rights. 

6. At page 110 the report (see appendix, p. 339) is confusing because it over- 
looks or ignores the fact that a finding of consistency with the public interest, 
necessary in a control application under section 5 (2), is not necessary in pooling 
applications under section 5 (1). 

7. Finally, at page 114 (see appendix, p. 343), the claim is made that the impor- 
tant questions in these cases are (1) the type of economic market structure 
which will permit and encourage the most efficient and advantageous use of 
household goods moving service, and (2) what is the impact of a system such as 
Allied on a market of this kind? With all due regard io the learned professors, 
we do not believe that either is competent to answer these questions. They are 
primarily questions for people engaged in the business, those who use the service, 
and those who have devoted a lifetime to the regulation of carriers, all to the 
end of providing for this country, to use the language of the Interstate Commerce 
Act, “A national transportation system by water, highway, and rail, adequate to 
meet the needs of the commerce of the United States, the postal service, and 
the national defense.” Such considerations apparently are without appeal to 
the authors of the report. 

We are content to let the record and the users of Allied service answer the 
two questions. Any system of household-goods transportation that stands ready 
to serve all shippers large and small, at any time, and anywhere, is indispensable 
to the free and frequent changes of residence that are necessitated by American 
business. Allied is one of a limited number of companies that can and does 
offer this kind of household-goods transportation. Its operations are as efficient, 
if not more efficient, than that of any other household-goods carrier. It is a true 
cooperative, consisting of a very large number of relatively small local ware- 
housemen who are close to the public which patronizes and relies upon them 
for this transportation. Academic fantasies to the contrary, no company could 
have increased its revenues more than tenfold in 18 years (from $3,206,000 
in 1938 to nearly $40 million in 1956) in this field of the most intense carrier 
competition unless it was filling a real public need. 

Senator Tuyrr. Senator Schoeppel, J met Senator Sparkman in the 
corridor and he told me he had an appointment with a man in his 
office at the moment and that he had left the committee chairmanship 
with you, and that he would be back at a little later time. I have no 
question at this time. 

Senator Scuorrren. Then I shall proceed. 

Senator Ture. You most certainly can proceed so far as it concerns 
me, sir. 

Senator ScnorrreL. Thank you. 


95504—57——_9 
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STATEMENT OF DR. WALTER ADAMS, PROFESSOR OF ECONOMICS, 
MICHIGAN STATE UNIVERSITY 


Senator ScnorrreL. Dr. Adams, Senator Sparkman said in opening 
the hearings that the committee employed two professors from the 
Department of Economics at Michigan State University, Dr. Walter 
Adams and Dr. J: ee Hendry, both of whom have had broad experi- 
ence in the general field of business and government regulation. 

Now, from the st: indpoint of some of the bac keround that I think it 
would be well to get into this record, you appeared before the Celler 
Subcommittee on the Study of Monopoly Powers in November 1949. 
Congressman Keating at that time : asked } you the following questions: 

Have you ever tried to go into business? Have you ever run a grocery store 
or a filling station, or been in the practical small- or big-business world in any 
way? 

Your answer was, “No, sir; I have not.” 

Now, I would just like to have for the benefit of the record, could 
you just give us br iefly what has been your experience in the business 
field, Dr. Adams? I would like to get that into the record here. I 
would like to have it in the record of the proceedings. 

Dr. Apams. Yes, sir; by all means, I will be pleased to answer that 
question. I think when Senator Sparkman referred to my experience 
in the field of business and government that was a combined phrase. 
I have devoted a good portion of my life to the study of the relation- 
ship between business and government. I have had no oe expe- 
rience as such, and my reply to Congressman Keating that you quoted 
still stands. 

Senator ScHorrren. Now, is it fair then for us to assume that your 
experience in the business and government field is then limited to, let’s 
say, the academic approach to these matters rather than the actual 
business or regulatory approach / 

Dr. Apams. Well, it is the academic approach. I have done con- 
sulting work for various business groups; that is true. T have done 
consulting work for the Government, and I feel that—well I shouldn't 
comment on my own qualifications. That record is clear. 

Senator Scriorrret. I would be delighted to have it in the record. 
I merely wanted to make the distinction there that if it is from an 
academic approach, why, it would be one thing, and, if it was a prac- 
tical business approac h, it would be something else. 

Dr. Apams. Senator, I think for our purposes here this morning it 
is probably fair to state bluntly that I have never met a payroll, 
period. 

Senator Scuorrret. Dr. Adams, I note that Senator Sparkman 
asked you the question : 

Dr. Adams, both you and Dr. Hendry, do you believe in a regulated motor- 
trucking industry? 


I think you responded : 


Mr. Chairman, for the purpose of this study, we have taken the mandate of 
Congress, as expressed in the Motor Carrier Act of 1935, and we have examined 
whether the Commission has properly carried out that mandate. We have not 
tried to inject our own feelings into the study in any way. 
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On page 27 of the transcript here, with regard to the objectivity of 
the report, you said: 


That is correct, Mr. Chairman. We had an obligation to this committee and 
we had an obligation to ourselves. We had a professional reputation to uphold, 
and that is very dear to us. 


Now, then this is by way of background, Dr. Adams. 

Now, Chairman Clarke was before the committee, and I want to 
say at this stage of the proceedings I regretted that, by previous en- 
gagement of some 2 or 3 months before the matter was set, 1 was com- 
pelled to go to Kansas, and hence I could not be present ‘at the time, 
and I hope it hasn’t caused too much inconvenience to some of you 


who remained over for the purpose of concluding this phase of these 
hearings. 


Chairman Clarke of the Interstate Commerce Commission said: 


A reading of the staff report leaves one basic impression. It sets forth a 


philosophy that the national policy with respect to motor-carrier transportation 
should be one of unrestricted competition. 


Now, in view of Senator Sparkman’s question : : “Do you believe in 


a regulated motortruc king industry ¢ ¢” and your reply alleging an im- 


vartial approach and the charge by Commissioner C larke that the 
} 


basic impression the report leaves is a philosophy of unrestricted com- 
petition, now that is what disturbs me when i read this report. I 
would like to read you two statements. It was in April of 1955 when 
you appeared before this committee, and I think you testified : 


Let me conclude by pointing to one area where the report had a great oppor- 
tunity to strike a blow on behalf of vigorous, effective, in short, hard competition. 
1 refer to the section on regulated industries. Here, I believe, the majority 
showed surprising restraint and timidity. Why, for example, did the majority 
not recommend substantial deregulation of the trucking industry—an industry 
which has all the earmarks of what economists consider pure competition? Why 
did it not advocate—in clear, simple, and unmistakable terms—that this industry 
should be liberated from the strangulation by regulation which it now suffers at 
the hands of the ICC? 


Now, when you appeared before the Joint Committee on the Eco- 
nomic Report in January 1955, you made this statement: 


Yet competition in the trucking business is artificially restricted. No common- 
carrier truck Can operate in interstate commerce without first obtaining a certifi- 
cate of Convenience and necessity and without submitting to rate regulation and 
route determination by the ICC. Why’ What is there about trucking to justify 
this kind of public utility regulation? Very little, in my opinion. Here is an 
industry which closely approximates the pattern of perfect competition. 

There seems no economic justification for limiting entry into this industry 
as long as the public is assured that common-carrier trucks are financially re- 
sponsible, follow the necessary safety regulations and possess the proper surety 
qualifications. Here is an industry which is no more a public utility than 
restaurants, laundries, or filling stations. 


Now, going back to Senator Sparkman’s question, I would like to 
repeat: “Do you believe in a regulated motortrucking industry ?” 

Dr. Apams. Senator, that is a pretty long question, and I will try to 
be brief. 

Senator ScHorrret. My question is short. I was quoting what 
you had said with reference to it. 

Dr. Apams. I realize that, but there are many facets to that ques- 
tion, and I would like to separate those facets. One is the statement. 
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the charge made by Commissioner Clarke concerning our report, 
and I quote Commissioner Clarke. He says: 

A reading of the staff report leaves one basic impression. It sets forth a 
philosophy that the national policy with respect to motor-carrier transportation 
should be one of unrestricted competition. 

That is Chairman Clarke’s comment on our report. Let me say 
clearly, forcefully, and unequivocably that that charge is totally un- 
founded. We challenge the Commission or anybody else to point to 
a single sentence in our report where this charge can be substantiated. 
Senator Schoeppel, I say to you very respectfully that this report 
makes no recommendations whatsoever. This is a study of the merger 
movement in the trucking industry between 1950 and 1956. It did not 
examine the question of the desirability of regulation of the trucking 
industry. Our only question here was: “Did the Commission faith- 
fully execute the mandate of Congress under section 5 of the Inter- 
state Commerce Act to promote the public interest in the mergers that 
it approved.” Now, that is one facet of your question. 

The second facet is: What are my personal beliefs as to the truck- 
ing industry? I do not hesitate for one moment to reaffirm my 
belief that regulation in the trucking industry is not necessary to 
protect the public interest. I have said that before the Celler com- 
mittee. I have said that before this committee. I have said it before 
the Joint Economic Committee. But this question is quite aside from 
the issue before us, which is simply: How did the Commission carry 
out the mandate entrusted to it by the Congress of the United States? 

If I may refer you, Senator, to your correspondence with Senator 
Sparkman, you mentioned the Mclean case there and the Supreme 
Court’s position in the McLean case. The Supreme Court there 
quoted from Senate Document 152, 73d Congress, 2d session, on which 
the Motor Carrier Act of 1935 was largely based. This is what the 
Senate document said, and I am now quoting from your letter, 
Senator: 

It was anticipated that the act would confer benefits on the industry by 
promoting a more orderly conduct of the business * * *, 


and the quote runs on. 

All we tried to do in this report was to see whether the hopes of 
the Congress of the United States that were anticipated in 1935 had 
been justified. 

The Motor Carrier Act has been on the books since 1935, and that 
is 22 years now. The Commission has not made any study of mergers. 
We have no study, no comprehensive study to show what the effect 
of the enforcement of section 5 has been. This report makes a begin- 
ning appraisal. It is a first step toward a reexamination of the 
problem. 

Again I say to you that we arrive at no recommendations. There is 
nothing in this report on which the charge can be based that we 
advocate an unregulated trucking industry. 

Senator ScnorpreL. But you do stand by your statement that you 
have just made, that you have certain views that you indicated before 
with respect to committees. Now, why that is important to me is 
because as a Member of the Congress and a member of the Interstate 
and Foreign Commerce Committee and one who believes that you 
should have orderly regulation and it would be beneficial in the public 
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interest, along the standards set down by the Congress, that is why 
from a standpoint of the initial background of going into this that I 
would like to have your views, and you have been very forthright in 
giving them, and I appreciate that. 

Dr. Apams. Well, Senator, all I can say on this issue—and again 
I say the question of deregulation is really quite aside from the issue 
before us—is that I think when you discuss the public interest we 
should point out that even if you assume that regulated competition 
is desirable, I think you will agree, Congress never intended in 1935 
to entrust the Commission with the duty to eliminate competition. 
It merely entrusted the Commission with the right to regulate 
competit ion. 

If I may point out, as I did in the previous hearings that you did 
not have an opportunity to attend, Senator, the Supreme C ourt mi Ljor- 
ity in the McLean case—and this is the definitive case on the subject 
of motor-carrier mergers—very clearly pointed out that the Motor 
Carrier Act of 1935 did not authorize the Commission to eliminate 
competition or to ignore the mandate of the antitrust laws. 

Let me read, if I may, what the majority of the Supreme Court said 
in that case: 

Congress, however, neither has made the antitrust laws wholly inapplicable 
to the transportation industry nor has authorized the Commission in passing 
on a proposed merger to ignore their policy. Congress recognized that the process 
of consolidating motor carriers would result in some diminution of competition 
and might result in the creation of monopolies. To prevent the latter effect 
and to make certain that the former was permitted only where appropriate 
to further the national transportation policy, it placed in the Commission power 
to control such developments. The national transportation policy requires the 
Commission to “promote * * * economical * * * service and foster sound eco- 
nomic conditions in transportation and among the several carriers; to encourage 
the establishment and maintenance of reasonable charges for transportation 


services, Without unjust discrimination [or] undue preferences or advantages 
oe =ne preservation of independent and competing motor carriers unques- 
tionably hi ts iring on the achievement of those ends. Hence, the fact that 


the carriers participating in a propely authorized consolidation may obtain 
immunity from prosecution under the antitrust laws in no sense relieves the 
Commission of its duty, as an administrative matter, to consider the effect of 
the merger on competitors and on the general competitive situation in the 
industry in the light of objectives of the national transportation policy. 

Now, I think that is clear and unequivocal. Congress said to the 
Commission, “Regulate competition.” Congress never said to the 
Commission, “Eliminate competition.” Senator, from “a at I know 
of your stand on various issues on this Small Business Committee, 
certainly, you do not believe in a wanton elimination of competition 
where such action cannot be shown to serve the public interest. 

Senator Scnorrren. I quite agree with you in this respect in one 
thing. I believe in an orderly regulation consistent with the public 
interest. As I said at the outset, some of these questions are pre- 
liminary because I want to get your general background, because it 
ties into this report. 

[ have received numerous letters and telegrams and calls from peo- 
ple who seemingly say, “Well, is this the view of your committee up 
here?” and like I read this telegr am in here, I think that they fail to 
understand, and I certainly v would want to divorce myself from some 
of the generalizations that you have in this report, because I cannot 
subscribe to it. Therefore, as a preliminary matter, I was desirous 
of knowing what your background views and opinions were on it, 
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because you have been critical of the Interstate Commerce Commis- 
sion, of their operations up there. They are a creature and creation 
of the Congress of the United States, and by and large I thought 
they had done a pretty good job, never perfect, of course, but none of 
us is perfect, but I felt in this report, if it was going to go out, and I 
did say if this report was to go out as a staff report by the majority 
of this committee, it was all right with me, but I said in fairness to 
myself when some divergent views come up to publish the letters 
along with it. I hope they weren’t too uncomplimentary to you, but 
that is my candid and honest opinion about it. 

Dr. Apams. Senator, I have always in the past appreciated your 
position. I know you did not intend anything personal. I recall 
with great pleasure having worked for the Monopoly Subcommittee 
of this committee in 1951 and 1952. You were a member of the sub- 
committee, and you have always treated me very kindly in a personal 
way, and I remember that fondly. I know that you don’t intend 
anything personal here. You are merely trying to satisfy yourself 
as to the position that we, that is, Dr. Hendry and I, have taken 
in this report. 

Senator Scuorrrent. I want to be objective about it. I read some 
of your books. I read this Structure of American Industry—and 
frankly you reiterated again today, in a qualified way, you seem to 
favor deregulation of trucks—and then I note within that book you 
said, and I want to quote something about the fluid milk industry: 

Would the reorganization of the industry into a monopoly, regulated along 
public utility lines, yield greater efficiency in distribution? Would the injee- 
tion of a greater degree of competition result in economies which redound to 
the interest of the consuming public? 





Those are the questions you ask in that book. gain, l vo back to 
the philosophical approach. I wonder if you really believe that the 
milk industry should be regarded as a public u ‘lity? I get that 
geners al view from some of your ie be some of your writtt os. 


Dr. Apams. Senator Schoeppel, for the peal it should be noted 


that the Structure of American Industry, of ich I was editor, con- 
tains a number of chapters contribu ted by aaliioca’ experts in 
the various fields. Let the record show that I did not write the 


fluid-milk chapter in that book. 

Senator ScHOEPPEL. > ne edited it though. 

Dr. Apams. I edited that book. I don’t know where your quota- 
tion comes from. I don’t have the book before me. 

Senator Tuyr. Let me interrupt to ask for a clarification of this. 
Who wrote the chapter ? 

Dr. Abas. Prof. Joel B. Dirlam, of the University of Connecticut. 

Senator Scuorrrent. On page 305 of your book I think that is listed. 

Dr. Apams. May I see the book for just a moment, please ? 

Senator SCHOEPPEL. Surely. 

Dr. Apams. I think this will show I did not write the fluid-milk 
chapter, and your quotation merely indicates a number of questions I 
may have as sked about the industry for the guide of the students read- 
ing that chapter. This is a textbook, and “this is probably from my 
introduction to the chapter where I express no views at all. 

Senator Ture. What page is that to be found at? 

Dr. Apams. At 305, Senator, I believe. 
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ance before the Celler committee, as well as in your book, you stress 
the necessity of having the Government stabilize the general level of 
demand through fiscal and monetary policy. You are still of that 
same general opinion; are you not ¢ 

Dr. Apams. Would you give us a more complete quote there, Sen- 
ator ? 

Senator Scnorerren. Well, I have read portions of the transcript of 
your appearance before the Celler committee with reference to the 
Government fiscal policy, and you advanced some views there. Now, 
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il this is what you said: 
Ae Briefly stated in an unsophisticated way, the idea, in times of depression, is to 
b have Government expenditures large enough as to counteract the decrease in 
¥ private investment, the idea being that you thereby maintain an adequate flow 
al of income and purchasing power so as to stabilize the level of demand, and bring 
id the economy back into high gear. 
if : Then Congressman Keating asked you: 
ay 
2 Do you have any fear about the extent of a deficit in this country? 
Dr. ADAMS. What do you mean by that, sir? 
1e€ Mr. Keatine. Is there any limit to which you would go in that regard? * * * I 
id was wondering if there was any limit in your theory of having the Government 
tl. a spend more in times of depression and increasing that deficit. Is there any 
vu limit to which you would go? * * * How far would you go? Of course, the pres- 
sure from the Iron Curtain countries is to bust this Government. Now, how far 
do you think we can go and not bust the Government? That is what Russia 
7 wants to see happen, to see this country go busted. Now, how far can we go in 
a increasing our deficit financing without reaching the limit? 
to Dr. ApAMS. I do not pretend to be a fiscal expert, and I would hate to put a top 


limit on the amount of Government spending that might be necessary. * * * I 

would say that we really owe the debt to ourselves. It is to the extent that citi- 

O zens of the United States are the holders of Government bonds, you have one 

section of the community owing a debt to another section of the community; it is 

the future taxpayers who will have to pay the interest on Government bonds. 

Mr. KEATING. We do not owe it to ourselves. We owe it to our children and 

our grandchildren rather than ourselves. We owe it to those who have a reason- 

able chance of living to see it collected, and we are going to have to pay taxes 
to pay the interest on it: is that not right? 


16 





the community. 


j 
n Dr. Apams. That is right. but that is merely a redistribution of income. 
Mr. KEATING. Is it not rather a selfish thing to y that we owe it to our- 
1e selves? 
Dr. Apams. Well, one section of the community owes it to another section of 


Mr. Ky 


ATING. That is right. 


i 

a Dr. Apams. Let us say if we have to pay off a high debt in 1970, the people who 
are going to pay taxes in those days will pay the retirement value of the Gov- 
5s. @ ernment bonds to holders of the Government bonds. So it is merely a redis- 
tribution of income from one sector of the American community to another see- 

{ | tor of the American community which, in itself, is not dangerous. 
; Mr. Keatirna. But the glib phrase “we owe it only to ourselves,” is only true 
l. when coupled with the important observation that the debtor and the creditor 


are not the same person. 
Dr. ADAMS. Yes, sir. 
k ; Mr. Keatinc. We have now a debt in this country of roughly $250 billion. 
That does not worry you? 
I Dr. ApAms. No; it does not. 


|. i Mr. Keattna. If it were twice that, would it worry you? 
y 7 Dr. AnAms. Again you are trying to pin me down to a specific figure, sir. 
i Mr. KEATING. Well, only within $250 billion. [Laughter.] 
Dr. ApAms. I think that would be reasonable, yes. I think we are good 


enough for an additional $250 billion. 


ste * * * * * w 
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Dr. Apams. I think the Sherman Act is a very blunt instrument to attack the 
pee of oligopoly structure that we have in most of the big American industries 
today. 

Mr. Keating. And in place of the blunt instrument you would substitute a 
sharp one which would completely control business in this country? 

Dr. Apams. No, a sharp instrument which could be applied selectively, and——— 

Mr. Kratinc. By some Government agency? 

Dr. ApAMs. Yes. Well, the Justice Department is a Government agency, too. 

Mr. Keating. Well, exactly, and you would set up either a new one or you 
would have the Federal Trade Commission or the existing SEC determine all of 
these things and determine for every business how they could most efficiently 
operate, and what was the best thing for the country. 

* * * * * * 


In other words, the question of what is the most efficient way is not de- 
termined by those in business or with any experience in business, it is de- 
termined by members of a commission, politically appointed, is it not? 

Senator ScHorrren. This is the question I want to ask you: Dr. 
Adams, you made a second appearance before the Celler committee 
on December 1, 1949, and submitted a draft of a bill, some 61 pages in 
length. I just hurriedly checked that. That is true; is it not? I 
think there is a bill over there that you offered for their consideration, 
and I understood you offered it only for consideration. 

Dr. Apams. Senator, may I, before the question gets too long, ask: 
Do you want me to comment on some of the statements made— 

Senator Scuorrre.. Yes. 

Dr. Apams. Or. do you just want to read that? 

Senator ScHorrrent. Yes; I have a question. Go ahead and com- 
ment if you like. 

Dr. Anams. Well, about the national debt, I think most respectable 
opinion in the United States, in the universities and in the Govern- 
ment, holds today that we cannot afford as a Nation to permit a de- 
pression such as we had in the 1930’s to go unchecked. May I cite 
the opinion of the Committee on Economic Development, which is 
composed of some of the most distinguished business leaders in this 
Nation. They, too, believe in countercyclical fiscal policy; that is, in 
times of depression, the Government, by its spe nding policy, ought to 
counteract the down trend in the economy. In times of inflation, 
again it is desirable to counteract inflationary trends by Government 
retrenchment and a paying off of the debt; that is, in times like these, 
we should be paying off the national debt. This would be counter- 
acting the inflationary forces in the economy. I note that, instead of 
doing this, the present Secretary of the Treasury, was it, a year or 
two ago, asked for an increase in the statutory limit on the national 
debt. All I can say to you is that I reaffirm the views that you have 
quoted and attributed to me as expressed before the Celler committee 
in 1949. I still believe that. I don’t think this Nation can afford a 
depression of the magnitude of the 1930’s. We just can’t let things 
slide that way any more. 

Now, I do not believe in a big national debt for the sake of having 
a big national debt. I think in times like these we ought to be paying 
off that debt and reducing it. I think the interest burden can—it 
doesn’t now, but it can in ‘the future become unreasonable and be an 
unreasonable imposition on the people. 

Senator Scnorrpe,. Thank you for your very frank view on that. 
Again, you understand why I am going b: wk. This is just background 
material and a preliminary question. 
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Dr. Apams. Yes, sir. 

Senator Scuorrret. Now, Dr. Adams, I understand that this bill 
that you submitted was modeled after the Public Utility Holding 
Company Act of 1935. Now, that bill as I read it and that act would 
vest great power in the Government agency, and in fact, I gather this 
agency would have the right to determine which firms were efficient 
and which would be allowed to exist, and which should be broken up. 

Now, have I given too much of an implication to that? Is that 
generally about what it would be? 
~ Dr. Apams. I think youhave. I say this very respectfully, Senator. 

Senator Scuorpret. Yes; I understand. 

yr. Apams. The purpose of the bill was to im prove the enforce ement 
of the antitrust laws. I take it that it is the national policy to pro- 
mote competition. We as a Nation are dedicated to the preservation 
ot ¢ competition. j think, where nec essary, the Government ought tO 
take very strong steps to promote and maintain the preservat ion of a 
competitive economy. 

Now, if you try to juxtapose my position with regard to the en- 
forcement of the antitru 5 laws and my views on the Interstate Com- 

merce Commission and the desirability of the regulation of the truck- 
ing industry, let me say this: The rule that I would follow is that 
Government regulation ought to be minimized wherever possib] 
don’t believe in a big government, Senator. 

Senator ScHOEPPEL. Did you want to ask some questions before you 
/ 


tne 


ye, 


had to vo, Senator Javits 
Senate rd ivirs. I have to go over on the floor fora minute, and I am 
going to come right back. I don’t have any questions this minute. 
Senator SCHOEPPEL. I will be elad to defer to you. 
Senator Javits. No. 
Senator ScHOEPPEL. eae me for breaking in, Dr. Adams. 


Dr. Apams. I do not believe in big government. I believe that the 
Government ought to be as small as we possibly can make it. I be- 
lieve in a minimum of government interference with business. I think 


this is the traditional American ideal. 

Senator Tre. Right at that point, Dr. Adams, you say “as small as 
possible > What do you mean by that ? Do you meal that the Gov- 
ernment would not project itself into the life of an ordinary utility 
enterprise unless that enterprise is In some manner in violation of an 
existing public law of a re ule tory purpose / 

Dr. Anams. I think that is substantially correct, and I would agree 
with that, Senator Thye. I think the greatest regulating agency we 
have in this country today is the competitive market. I think the 
consumer 1s adequately protected if we depend on the competitive 
market. I think that is much greater protection than most Govern- 
ment regulatory agencies can afford. 

Now, of course, where you re a competitive industry bn con- 
sumer is automatically protected by the competitive market. Some 
industries, unfortunately, are highly concentrated lodtieecien: There 
the normal operation of the competitive market is not adequate to 
assure the consumer the protection to which he is entitled. It is in 
that event that the Government, through its antitrust policy, tries to 
insure that enough competition will be maintained in our society so 
that the consumer will be protected. 
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Senator ScHorPreL. Now, the reason I was asking you about your 
views on this and your relation to the submission of that bill ties into 
the Utility Holding Company Act, I just wondered why you have con- 
fidence in a Government agency that would carry out your proposal 
when, as I read your report -and some of your writings, you are appar- 
ently diss: itisfied with the work of the Interstate Commerce Commis- 
sion ? 

Dr. Apams. Senator, I think it should be pointed out for the record 
that I am not the only one who has been critical of the Interstate Com- 
merce Commission. I think a flood of respectable opinion inside and 
outside of the universities has been critical of the Interstate Commerce 
Commission. 

May I call to your attention the article in Fortune magazine, which 
certainly reflects respectable business opinion in the United States, 
January 1957. The Fortune magazine article is entitled “The Great 
United States Freight Cartel.” 

This is what Fortune had to say: 

Sometime this winter Congress will probably consider a bill embodying the 
main points of the 1955 Cabinet Committee Report on Transportation which 
proposed to recognize the merits of competition in the movement of freight 
and so proposed for the first time in the Nation’s history to loosen and not to 
tighten the dead hand of Government regulation. Hardly any economic legisla- 
tion over the long run could be more important. 

Under Federal regulation, United States freight transportation has become 
what heavily regulated industries tend to become, a kind of state-run cartel. 

The familiar Europes in cartel was an association of companies that controlled 
production and prices in order to prevent the “abuses” and “excesses” of com- 
petition. And the big objection to cartels, of course, was that they always 
tended to and often did restrain production, productivity, and progress. The 
American economy is based on the belief that any such restraint is bad, and the 
American people have written that belief into the law of the land. 

Then the article goes on to criticize the Interstate Commerce Com- 
mission for its enforcement of the act. This is what they have to say 
In part: 

And the administrator of the act, the venerable Interstate Commerce Commis- 
sion, has found itself unable to exploit or even define adequately the role of com- 
petition in transportation. Thus it has failed to make transportation produc- 
tivity a primary or even major goal of regulation. The fact that the Interstate 
Commerce Commission has led an honorable and often useful life does not ex- 
empt it from the devastating criticism that under its wide and benign umbrella 
there has been more and more room for anybody with a persuasive voice, whether 
shipper, carrier, patron, or farmer, but less and less room for the interest of 
the Nation as a whole. 

So, Senator, I don’t think we ought to leave the impression that 
Dr. Hendry and I are the only critics of the Interstate Commerce 
Commission. There are many, and they are respectable, and some of 
them have had considerable business experience, which Dr. Hendry 
and I have not had. 

Senator Scuorpre.. I understand that, but in the critical position, 
which apparently you take with the Interstate Commerce Commission, 
that is based on public and open hearings and a mandate from the 
Congress of the United States, I was wondering about your general 
philosophy about having a regulated agency to look into all of these 
matters, which, by and large, they have had their failings and short- 
comings, but I think they h: ave » done a splendid job. And I think the 
fact that certain inadequacies are pointed out and changing events 
and shifts of pattern maybe with the workload before the Commission 
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and the proper applications not being before them, there is always a 
lag on those things, and I think sometimes pointing those things out is 
very helpful, but I do not want to leave the impression that I sub- 
scribe to the theory that the Interstate Commerce Commission, a 

regulatory body, is to be condemned because of the hearings that 
they have held, the decisions they have rendered, and when those 
decisions have been appealed the majority of the opinions of the 
Supreme Court, the circuit courts, and some of the district courts have 
upheld the Commission, and I think that is an approach to regulation 
that is best under the circumstances and the facts submitted that any- 
one could expect, and upon it is the basis that I feel that your report in 
some of the positions you have taken against the Interstate Commerce 
Commission are too critical. You have got a right to your opinion; 
don’t get me wrong about that. I just don’t agree with you. I was 
wondering what your general philosophy was on it. 

Dr. Apams. Senator, may I say this. May I return to the report 
specifically ¢ 

Senator Scnorrren. Yes. I have a series of questions on the report. 
1 | Dr. Apams. May E say this: The major criticism of the Interstate 

Commerce Commission, which is contained in this report, is that they 

have been vague, vacillating, and inconsistent. 

Senator ‘lure. Right at that point, Mr. Chairman, I wish Dr. 
e Adams would elaborate on that statement concerning the Interstate 
Commerce Commission 4 
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: Dr. Apams. Senator Thye, I think this statement, this generaliza- 
on tion, this conclusion, you might say, is documented throughout the re- 
e | port; that is, we have found that the— 

eg Senator Ti:ve. You made the statement now and the record is being 


made. For the benefit of the record that we are making, I would ap- 
preciate, Mr. Chairman, if Dr. Adams would elaborate on that state- 
ment, because [ would like this record to show specifically why the re- 
port carries such indictment. 

Dr. Apams. Well, I can offer many examples 

Senator Try. There have been a couple of times when I thought 
the Interstate Commerce Commission was just a little rigid and that is 
why I didn’t think it was vacillating. 

Dr. Apams. They are rigid in some cases, Senator, and very flexible 
in other cases. That is part of our contention, you see. For example, 
in some cases we found—and this is documented in the report, Senator 
Schoeppel—that they have imposed a standard that the merger will 
be approved if it is shown to be consistent with the public interest. 
In other cases they have said the merger will be approved if it is not 
shown to be inconsistent with the public interest. 

Now, I need not tell the distinguished lawyers on this committee 
that that simply is not the same standard of ‘proof that is required, 

Senator Tuye. For instance, Dr. Adams, specifically, in your 
opinion in what field and at what times was the Commission vacil- 
lating ? 

Dr. Apams. All right, let me illustrate inconsistency in a single 
proceeding. This is inconsistency with respect to the same carrier. 
On page 71 of this report (see appendix, p. 295) there is this reference 
to the St. Johnsbury Trucking Co. in New England. The question 
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was on the dormancy of vendor’s rights. Initially, the Commission 
denied that application, and the Commission said : 
The record clearly shows that intense competition exists between motor car- 


riers in New England, and that there is more than enough motor-carrier service 
available between points in the area south of Boston and Springfield. 


The Commission went on to say: 

Existing carriers are now performing an efficient and adequate service, and 
have sufficient facilities to transport additional as well as existing traffic. The 
operating ratios of the carriers with operations in the 3 separately described 
territories for 1951, with 1 or 2 exceptions, range from 92.40 to 104. 

I am skipping a few sentences now. 

Senator Turxr. Now, do you think 

Dr. Apams. Senator, may I complete this quote ? 

Senator THyrr. Yes; you may. 

Dr. ApAms (reading) : 





Where, as here, carriers have expended their energy and resources in de- 
veloping facilities to handle all available traffic, and the record shows that they 
are rendering an adequate service, they are entitled to protection against the 
establishment of what would be, for all practical purposes, a new service in 
competition with them. The new service here would be one in which vendor 
has not participated to any appreciable extent * * *. Moreover, such a service, 
if authorized, would bear little resemblance to the service which vendor formerly 
rendered alone or in combination with other carriers, and the purchase price, 
which would be paid to him, would have little justification, based on his actual 
past operations as a going concern. 

Now, they turned the merger down on this basis, finding that the 

rights to be acquired were dormant and that the institution or the 
revitalization of those rights would mean the institution of a new 
service. 

Then the Commission went on to reconsideration and approved the 
merger on the same record, mind you. Now, you can’t switch. You 
can’t find the same rights dormant in one proceeding and then make 
up your mind on reconsideration that they are not dormant after all. 
You can’t take the position that revitalization of these rights would 
mean the institution of a new service in the first decision and then dis- 
agree with yourself, reverse yourself on that very same issue in a later 
decision. 

Senator Torr. How many weeks proton, 

Dr. Apams. Six months later the Commission reconsidered it. 

Senator Tuy. In other words, at one time the Commission said 
that the trucking firm serving that particular area from town to town 
on the highway was serving all of the needs in the area, and 6 months 
later the same application for a merger, you say, was granted. Is that 
what you are putting into the record ? 

Dr. Apams. That is substantially correct, Senator Thye. 

Senator Toyz. Then, let me go back. Did you ascertain the number 
of trucks t \e firm had that were serving the area, and did you ascertain 
the number of trucks that the merger would involve if the merger 
were allowed? Did you go into it to that extent ? 

Dr. Apams. Senator, we did not try to substitute our findings of 
fact for the Commission’s findings of fact. All we tried to show was 
the internal inconsistency in that single case and the inconsistency 
of this decision with other decisions rendered with respect to smaller 
carriers. 
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Senator Tryr. You see, Dr. Adams, what I am trying to get clear 
in my mind is: In the 6 months’ time was there anything that could 
have occurred in that area of the State that might in some manner 
have involved a greater trucking facility need. Was there anything 
in the manageme nt of the one company that might have changed the 
situation so that in their good judgment the situation had somewhat 
changed in the 6-month period of time so as to justify approval of the 
merger ¢ 

I do not wish to be critical, but I want to be absolutely certain that 
we do not cast a reflection of doubt upon the Commission unless we 
have all of the facts. We cannot be too certain as to whether we 
should criticize them or not, you see. In 6 months’ time lots of things 
could change. Lots of things could change in the management of one 
firm as well as in the conditions within the area that these firms are 
serving, you see. 

Dr. Apams. Senator, I think if I may say so, that this is an excellent 
question with respect to the St. Johnsbur y case here, because here we do 
have evidence of the Commission’s inconsistency between the St. 
Johnsbury decision and the decision with respect to a small carrier 
operating in the New England region. 

When the Commission denied in the first instance the St. Johnsbury 
application, they said conditions in the New England area are so ter- 
rible for the existing truckers that they have very high operating 

ratios, 92.40 to 104. "They say that, therefore, they had to deny this 
application. 

Senator Tryr. Deny further competition or deny a merger that 
would put more units into operation ¢ 

Dr. Apams. Exactly. 

Then later, 6 months later, as we see, the Commission reversed it- 
self. Then little Law & Ingham comes before the Commission and 
says, “Gentlemen, we want to merge with a very small company in 
the same New England area. If we are permitted to merge, that 
will increase our revenues by twenty-three-thousand-odd dollars.” 
Now, this is gross revenues. The Commission said, “No, Law & Ing- 
ham, you can’t do that because the operating atios in the New E ng- 
land territory are so high that you will undermine the stability of the 
trucking industry in the New England area. 

Now, Senator, I ask you this question, and we point this up in the 
report: If the operating ratios were so high that Law & Ingham 
couldn’t have its merger approved, why weren’t these very same oper- 
ating ratios high enough to justify a denial of the St. Johnsbur y 
merger ¢ 

Senator Try. Doctor, I must impose this further question: Were 
the 2 companies or the 4 companies involved operating on the same 
highways? 

Dr. Apams. Senator, I don’t know that. 

Senator Tre. Doctor, there is the weakness in your statement be- 
cause, for instance, in my own State a trucker may be operating on 
Highway 61 from Duluth to St. Paul, Redwing, Winona, and another 
trucker may be operating on Highway 65, which runs north and south, 
but in another section of the State, not over 30 or 40 miles apart at 
places. Now, if one application was for rights on Highway 61 and 
the other one was for rights on Highway 65, then I would s say that 








136 TRUCKING MERGERS AND CONCENTRATION 


the two applications would not be mutually exclusive. If both 
involved Highway 61, however, then I say the Commission’s decision 
would be on the basis of the economic situation existing for the trucker 
on Highway 61. 

Now, unless you can make clear to me what the area is composed of 
and whether.one or more highways are involved, I cannot accept your 
criticism of the Commission decisions. A trucker doesn’t go off across 
country like a fox or a rabbit, he follows a designated route between 
cities. 

I am one who has not found too much fault with the staff report, as 
I have read it and as I had proceeded with it, but your statement 
led me to ask this question in order to get the record clear as to how 
you analyzed the question before you. 

Dr. Apams. Senator, simply the different considerations that the 
Commission used in deciding these two cases. If the high operating 

ratios of carriers in the region are important, then they ought to 
be important in both cases. 

Senator Tuyr. No, I would have to disagree with you, because I 
have listened to two companies argue that point before. That is why 
I referred to specific highway routes through certain areas of my 
State serving towns located on those highways. Highway condi- 
tions may exist that are extremely favorable and there may be a con- 
centration of little industries which makes transportation a very lu- 
crative business as far as one highway is concerned. In the other 
area, however, there may be highway conditions such as new con- 
struction which did not exist 6 months earlier. The area, the eco- 
nomics, the load-burden factor and the highway factors have to be 
taken into consideration on these questions. I would gain a greater 
confidence in the soundness of the statement if I knew that you had 
tried to make a complete study of the facts involved rather than just 
the mere fact that the Commission allowed one but they denied the 
other in a relatively short period of time. 

I am trying to be helpful in clarifying the issues that may be in- 
volved in this, the staff report. 

The CuHarrman. Let me ask you this question: As I understand it, 
your contention is that the question of different routes was not de- 
terminative in either of the cases that you mention, but instead they 
relied upon the economic situation in the area in both cases; is that 
right ? 

Dr. Apams. That is right, Senator. 

The Cuammay, W hat Senator Thye points out might very well 
be true in a particular case, but so far as you know it was not true in 
this case, is that right? 

Dr. Avams. That is correct, Mr. Chairman. I probably didn’t 
make myself clear in my reply to Senator Thye. All we tried to 
determine here is not a finding of fact. We did not try to substitute 
our findings of fact for the Commission’s findings of fact. All we 
tried to do was to see if the Commission used the same standards of 
judgment, the same criteria in both cases, and we found that they 
didn’t. 

Senator Ture. That is what led me to ask Doctor, whether you 
tried to analyze the factors that underlay the decision of the Com- 
mission that approved an application at one time where they had at 
an earlier date disapproved a similar application. They had 
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approved the one but denied the other. Unless the factors are pretty 
well analyzed, it is rather hard for me to be the judge as to whether 
there was justified criticism. 

Dr. Apams. I think, Senator, this is probably too hard to establish 
ay [ read the report into the record, but if you check again, pages 

2 to 76 (see appendix, pp. 280 to 303), I think the record of incon- 

aeane y is very clearly laid out there. What we did examine were the 
criteria, the standards. All we had to go on was what the Commission 
and what the hearing examiners said in the particular proceedings. 
Our finding was that, on the basis of what they said about these differ- 
ent cases at different times, there seems to have been no justification, in 
our opinion, for some of the reversals, for some of the vacillation, for 
some of the inconsistency that we found. 

If I may direct your attention to page 72 of the report (see appendix, 
p. 295), I think Commissioner Mahaflie’s dissent in one of these cases 
really crystallizes the issue before the Commission. Commissioner 
Mahaffie said: 


The report of the majority contains no facts in addition to those found in the 
prior report, nor does it point out any error in the prior findings that vendor 
interchanged only a negligible amount of traffic with other carriers at New 
York City, Providence, and Boston— 
and so on. 

Now, this was the St. Johnsbury case that I had referred to earlier. 

Typically, this is the pic ture you get in studying these cases, the 
cases involving “giants”: The hearing examiner will recommend 
denial of the applic ation; the Commission in tie first instance will go 
along with the hearing examiner and deny the application. On re- 
consideration, either the first reconsideration or the second reconsider- 
ation, the Commission will ultimately reverse itself. Now, why? 
The grounds for reversal are not always clear. The record has not 
changed. It seems that the Commission has changed its mind. 1] 
think that is the impression you are left with in reading these cases, 
Senator Thye. 

Now, obviously we could not make a factfinding study. We could 
not go beyond the record that was built up by the Commission in these 
individual cases 

Senator Scuoxrprer. 1] might say for the benefit of the record here, 
[ think that you will find w hen you go into it, that the facts are entirely 
different in those two cases. I understand that one case has been 
decided—the one that I think Dr. Adams, vou are talking about—but 
the Law & Ingham ease has not been decided. 

Dr. Apams. Well, Senator, the Law & Ingham case, for the record, 
has just recently been reopened. That is another thing that should 
be pointed out here. You are never sure when a case before the Com- 
mission is finally closed. You think that after three proceedings the 

case is finally over and done with and then, boom, they reopen the 
proceedings and decide to reconsider. This again left Dr. Hendry 
and me with the impression that this was not an efficient administra- 
tion of justice, an efficient carrying out, an efficient execution of the 
mandate of Congress. Here, after all, is a Commission that is sup- 
posed to be characterized by what we call administrative expertise. 
We found very little expertise, indeed, in studying some of these 
section 5 merger applications. 
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Senator Scuorrre.. Going into this matter; as I indicated in the 
beginning here, as background on which I want to evaluate the weight 
that I want to give to this report over as against an administrative 
agency determined by the Congress to be necessary in the Govern- 
ment, the Interstate Commerce Commission; why I think some of these 
things are important. 

I Tead the Quarterly Journal of Economics. I think you wrote 
an article in November 1953 that is shown at page 469, stating now 
your views on the Interstate Commerce Commission, on page 484, 
under the heading “Regulation” : 

The independent regulatory commissions are a third example of how difficult 
it is to achieve countervailing power through governmental action. The Inter- 
state Commerce Commission is a case in point. This Commission, created to 
protect the public from the abuses of highly concentrated power groups, today 
seems mainly to protect the railroads against effective regulation for the public. 
While it defends the railroads from encroachment by rival means of transpor- 
tation, the Commission also serves as an effective lobby on behalf of the railroad 
interests. 

Dr. Adams, is that your view ? 

Dr. Apams. I think it can be regarded as such; yes. There is sub- 
stantial evidence to indicate that the C ommission, over the years, has 
tended to take an overly protective attitude with respect to the rail- 
roads, and I might say this has redounded both to the disadvantage 
of the public and the disadvantage of the railroads. I think being 
nurtured by the Commission and being protected by the Commission 
against competition has not contributed to making railroad manage- 
ment more efficient and has not contributed to better financial per- 
formance on the part of the railroads. 

Senator ScHorrret. What would you substitute for the Interstate 
Commerce Commission, then, Doctor ? 

Dr. Apams. Now, we are again off this report, Senator Schoeppel. 

Senator ScHorerrer. Wait a minute, Doctor. I am going into some 
of these preliminary questions and I will get to my questions on the 
report. I would like to have some of your views and some of your 
opinions and what you have said in relation to how much evaluation I 
should put on this report. Then you quote in that same article that 
the Interstate Commerce Commission ought to be abolished. I am 
curious to know whether you honestly believe that or whether you 
subscribe to that, and, if so, what would we substitute for it. Congress 
is interested in that, because, believe you me, it is a creature of the 
Congress. 

Dr. Apams. Right. 

Well, Senator, I am merely trying to make sure whether we are 
now talking about the report or about my separate views. 

Senator ScHorpreL. That is correct. Senator Thye was talking to 
you about the report. I will come to that in a minute. 

Dr. Apams. My views, quite separate from this report, are that we 
ought to rely more heavily on the competitive market. Senator, I 
believe, and I am very proud of this, that there is no greater regula- 
tory agency in the world than the competitive market. I think 
America has staked its faith on the competitive market, and I think 
this is what has made America what it is. It has made America great. 
Now, this is not just a corny phrase to me. I firmly believe that. 

Senator Scnorpren. I appreciate your frankness. 





thin 
wha 
blov 
way 
wou 


have 
to be 
have 
com 





TRUCKING MERGERS AND CONCENTRATION 139 


Dr. Apams. And I think the greatest advantage that American in- 
dustry and the American economy has over the European economies 
is that we have embodied the principles of competition as part of the 
lifeblood of this economy. 

Senator ScHorprrL. Wouldn’t you subscribe to the theory that 
there would have to be some ground rules on competition / 

Dr. Apams. Ground rules. Yes. 

Senator ScHorrreL. Who would do it ? 

Dr. Apams. Ground rules, absolutely, Senator. You can’t run a 
football game without an umpire. 

Senator ScHorrre.L. That is right. I played it, you know. 

Dr. Apams. I know. That is why I used that illustration. 

I think there is a difference between an umpire being on the foot- 
ball field and an umpire going into a huddle with one team and 
saying to the oe irterback, “Now, we want you to call an end run on 
this play.” I don’t believe th: it the umpire ought to do that. He 
ought to be there on the field trying to prevent—oh, what do you call 
it again—clipping. That is his function. He ought to prevent off- 
sides on the field of play. 

Senator ScnorpreL. And a little slugging ? 

Dr. Avams. And a little slugging, that is right. But I don’t 
think he ought to go intoa huddle with any team and tell them what 
to do. Whenever you can avoid that, I think you should. 

I think the Government ought to keep its nose out of business 
unless there is a clear justification for Government interference on 
behalf of the public interest. 

Now, if believing this is a crime, I confess. I believe this. 

Senator ScHorrreL. I want to correct the record. Don’t impugn 
that statement to me. 

Dr. Apams. I didn’t, Senator. I want the record to show that, but 
this is my belief and I have stated it as frankly and as forthrightly 
as I knew how. 

Senator ScHorrPe.. Well, that gives me an insight as to how much 
I could honestly and sincerely evaluate your report, because I believe 
there has to be some regulation. It may not be the best in the world 
or the typified perfection, but the wisdom of Congress and those who 
have gone before us in here designated agencies of the Government. 
The Interstate Commerce Commission happens to be one of them in 
a regulatory field, and then when I see some of your views on these 
things I wouldn’t want to abolish it unless I had someone tell me 
what they are going to substitute for someone to stand there and 
blow the whistle and get some ground rules, even in a competitive 
way, and that would have to be done, Doctor, wouldn’t it? You 
would admit that would absolutely have to be done ? 

Dr. Anams. Absolutely, Senator. I believe in the referee, but I do 
not believe in the kind of referee who goes into the huddle and tells 
the quarterback what to do, unless we find that this is nec essary. 

Now, again, to help you evaluate the staff study, let me say that we 
have made no recommendation whatsoever about how this game ought 
to be played. We have taken the mandate of Congress as given. We 
have not questioned it in any way, and all we tried to determine for this 
committee was: How did the Commission execute the mandate en- 
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trusted to it? These are our findings. Now, people may disagree 
with them. There may be errors in this report, and if such are » called 
to our attention, I think Dr. Hendry and I would be the first to admit 
them 

Senator ScHorrrent. Well, would you admit 

Dr. Apams. And try to correct them. 

Senator ScnHorrret. Would you agree with me, doctor, on this: 
That on the processes set up by the Interstate Commerce Commission, 
the Federal Communications Commission, and other quasi-judicial 
bodies, and, for that matter, the judicial bodies, there is a procedure 
established, of course, for the initiation of the proceedings, the hear- 
ings by the examiners in some of them, and then it is referred to the 
full Commission. Then that is evaluated and then it falls upon the 
shoulders of the legal staff who are trained and skilled at the law to see 
whether it is at variance with stated decisions, majority decisions, that 
have been established by the courts, what we call legal precedents, and 
we try to evaluate those cases. Many times that is the reason and the 
justification for matters being reheard on petition to rehear, the State 
courts and Federal courts, as they go to the circuit court of appeals, 
before them, and these quasi-judicial bodies. I think that is a safe- 
guarding procedure that we would have that right for a client or a 
petitioner, if I were representing a man as my client as a petitioner, to 
petition the court for a review, and to point out to the court where they 
have, or where the examiner has, missed a precedented type of deci- 
sion, which would be governing, or certain salient facts weren’t prop- 
erly weighed. ‘That is the right the petitioners have. 

So, I honestly and sincerely feel that a lot of times on rehearing, 
manifest justice has been done where maybe a hasty review would cause 
an injustice. So I don’t think we ought to criticize the Commission 
for doing that, but I think we should carefully look at it and see what 
the facts are, what the law is, how the legal side of the thing applies to 
the facts as presented under oath or otherwise. That is the orderly 
procedure. We just can’t criticize them for it without knowing the 
facts and the background. 

Out of fairness to you, sir, I take it you have not gone back into that 
phase of the thing; you have merely taken the cold record as it appears 
now in your determination which you have made in this report 4 

Dr. Apams. Yes, sir. We have not gone behind the record of the 
Interstate Commerce Commission. That is all we had available to us. 
That is all you can study. 

Now, we could not analyze what was in the minds of the Commis- 
sioners at the time they did certain things. 

Now, Senator, you talk about orderly legal procedures and carrying 
out the mandate of the Congress. If I may, I respectfully suggest 
that you look at the Commission’s setlonsinay nt of the so-called agri- 
cultural exemption under the Motor Carriers Act. There Congress 
has spoken clearly and aedanieoeabie: Congress wanted haulers of 
agricultural commodities to be exempt from economic regulation of 
the Interstate Commerce Act. I think that the Commission in various 
devious ways has tried to get around that very clear mandate by the 
Congress, and the Commission has been slapped down in the courts 
repe: atedly. 

Now, we are talking about orderly judicial proc edure, and the Com- 
mission has lost numerous cases in this field of agricultural exemption, 








TRUCKING MERGERS AND CONCENTRATION 141 


where the courts have said, “No; you have not carried out the mandate 
of Congress.” That goes all of the way up to the United States 
Supreme Court. I submit to you, Senator, if I may, a judicial opin- 
ion now. This comes from the Old ‘olony Bondholders case. The 
late Judge Jerome Frank, on the second circuit court, had this to say 
with respect to a Commission valuation proceeding : 

If, however, the Commission is sustained in this case, and, accordingly, behaves 
similarly in future cases, then its conduct will indeed be a mystery. Its so-called 
valuations will then be acceptable, no matter how contrived. In that event, it 
would be desirable to abandon the word “valuation’’—since that word mislead- 
ingly connotes some moderately rational judgment—and to substitute some neu- 
tral term, devoid of misleading associations, such as “aluation,” or, perhaps 
better still, ““‘woosh-woosh.” The pertinent doctrine would then be this: “When 
the ICC has ceremonially woosh-wooshed, judicial scrutiny is barred.” It would 
then be desirable to dispense, too, with the Commission’s present ritualistic 
formula, “Taking into consideration, etc.,”’ replacing it with patently meaning- 
less words—perhaps the same words spelled backward, i. e., “Gnikat otni noitare- 
disnoe, ete.” Then no one would be foolish enough to believe that the figures in 
a Commission plan necessarily have anything to do with deliberation, but every- 
one would know that the figures might well have been the product of omphalic 
inspiration, or ornithomancy, or haruspication, or aleatory devices, and that the 
conclusions of the ICC might well be but the conjurations of mystagogues. 


Now, when a Commission is thus ridiculed in the courts for the way 
it carries out its administrative expertise, I say that eyebrows have to 
be lifted. This is the time to look and listen and examine, and that is 
what we have tried to do. 

Now, again, Senator, I said this last time when you did not have 
an opportunity to be here, this report was worked on by just two 
people, Dr. Hendry and me. We were working without secretarial 
help. We tried to produce as competent a document and as fair a 
document as we knew how. 

The Commission has a 130-man Bureau of Transport Economics and 
Statistics. Why, in 22 years, Senator, have they never made a study of 
this sort? This kind of study never should have had to have been made 
by this committee. It should have been made by the ICC itself. 
Why haven’t they done so? 

Senator Scrorrren. One other question by way of preliminary, or 
two. I note that you were interested in the study that was in the 
Antitrust Division of the Attorney General’s Office. I take it from 
what I have read you disagreed with the majority report on that; did 
you not ¢ 

Dr. Adams, I think you disagreed with Mr. Bergson, the head of 
the Antitrust Division of the Attorney General’s Office. Bergson 
stated categorically, now, that the existing antitrust laws were ade- 
quate. You disag reed with that. In other words, you took the minor- 
ity position on that; did you not ? 

Dr. Apams. I don’t know what you have reference to now, Senator. 
I say in all sincerity, I do not recall any time disputing with Mr. 
Bergson about the antitrust laws. I don’t recall any encounter be- 
tween us. Are you possibly referring to the Brownell Committee 
report on the antitrust laws? 

Senator Scuorrren. | think probably that is it. 1 will furnish you 
with some data on that, that you might reply to that. I want to be 
absolutely fair to vou on that. 

Dr. Apams. I will be delighted to comment on that, Senator, for the 
record. I was a member of the Attorney General's National Com- 
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mittee To Study the Antitrust Laws, and on some matters I dissented 
from the majority. 

Senator Scuorrren. Yes. In that regard, on your second appear- 
ance before the Celler committee, I think you were asked some certain 
questions on that, and you pointed out some of your disagreements on 
that, I believe. I want to be absolutely correct with you on that, sir. 

Dr. Apams. Yes; you are. 

Senator ScHorrren. That was in December of 1949, I believe. 

Dr. Apams. I don’t recall that, Senator, but I would be glad to sub- 
mit a comment on it for the record if you like. 

Senator Scuorrret. Now, I want to go to the questions on the 
report. 

My attention has been drawn to the fact—and I think you know this, 
Doctor—that on antitrust matters the Justice Department, of course, 
under our legal machinery, has a right to intervene. I have checked 
your records with reference to this report and on the monopoly phase 
of the thing, and I believe I am correct that the Attorney General’s 
Department, whether it is this administration or another administra- 
tion, has not intervened in too many of these cases, but we do have 
that safeguard by an independent agency, do we not, the judicial part 
of the Government here, the judicial arm of the Government repre- 
sented by the Attorney General’s Department ¢ 

Now, don’t you think that that is a pretty practical safeguard in 
there, where, 1f some of these departments start in to go too far or 
permit some practices that they run afoul of the law, don’t you think 
it would be the duty and responsibility of the Attorney General’s Of- 
fice to look intothem? We do have that machinery for it. 

Dr. Apams. Senator, this involves a very complicated legal ques- 
tion of primary jurisdiction which I don’t think 

Senator Scuorpre.. It is a big subject; I agree with you onthat. I 
just wanted to make reference to it. 

Dr. Apams. I might say on that that the Justice Department, in 
carrying several cases of the Commission to the Supreme Court, has 

confessed error on behalf of the United States, disassociating itself 
from the Commission’s appeal to the High Court. 

Senator ScHorpreL. Now, in the introduction to your study you say: 





In November 1955, during a hearing before the Senate Small Business Com- 
mittee, an official of the giant Pacific Intermountain Express Co. was quoted as 
follows: 

Now, what is your definition of a “giant”? You have used this 
word rather indiscriminately. Usually it applies to United States 
Steel, General Motors, or Du Pont. Now, do you classify—we are 
getting back into the transportation field now—the Pacific Intermoun- 
tain Express Co. in this category of a “giant”? I wonder what dis- 
tinction you make between a “giant” industry in this field and in rela- 
tion to the other “giants” in industry as generally referred to. 

Dr. Apams. Senator, I wonder if you intended to characterize my 
remarks on other occasions with respect to other companies outside 
of the trucking industry as an indiscriminate use of the word “giant” ¢ 

Senator ScHorrret. Yes. 
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Dr. Apams. All right. With respect to this report, on page 9, foot- 
note 1 (see appendix, p. 223), it is very clearly stated at the outset : 


In this report “giants” are all carriers with annual revenues of $214 million 


$214 
or more. This figure was selected because the Commission regards car ‘riers in 
this category as “large,” and presents detailed statistical information on each. 
While carriers with more than $2144 million revenues obviously do not compare 
with General Motors, Metropolitan Life, or A. T. & T. in terms of absolute size, 
they may be classified as “giants” in the trucking industry because of their rela- 
tive size vis-a-vis other carriers. 

This is very clearly set forth in the report, Senator. We have used 
the word “giant” only in quotation marks to indicate that it refers 
back to this definition, and we have used the word “giant” in a rela- 
tive and not an absolute sense. ‘That is made very clear, Senator. 

Senator Scnorrrer. I want to get that clearly into the record, be- 

sause I recognize it is in the fine print. When we refer to it in the 
report and some people read this report, and many will, they get the 
idea, oA compare it in their minds. I know the Commission refers 
to it as “large,” and I have noticed you have used the words “giant,” 
and ‘shire and “dramatic,” and things like th: it, as though it is 
in the minds of the individuals who read it, why, it is something that 
is separate and apart from the ordinary. 

Now, I would think that a business of about $21, 6 million in the 
trucking industry with any kind of improvement in itself would be 
practically a normal operation ; wouldn’t it? 

Dr. Apams. Senator, 1 am making no judgment of that at all. All 
we are saying in the report, and I am willing to repeat it now, is that 
carriers with $214 million or more revenues in 1953 and 1954 are 
“viants” by comparison to the rest of the industry. These carriers 


constitute 2 percent numerically of the whole trucking industry. They 
are a group that is separate and apart from the other run-of-the-mill 
carriers. It is their position relative to the other carriers that we have 
tried to single out, and the Commission does so itself, as you can see 
in the Commission’s annual statistics. They segregate these carriers. 
Now, why? Why do they single them out? Obviously, this is a 


rather well-defined group that stands separ: nie and apart from the 


vast majority of the eighteen-thousand-odd carriers in the trucking 
industry. This was not done with any sort of n males: We didn’t use 
the word “giant” as a cuss word in this report in any way. 

Senator Scuorpren. Now, in response to a question, previously dur- 
ing this hearing you stated that you have not recommended any 
amendatory legislation, having made your study on the basis of the 
existing law and the transportation policy, and that the C ommission 
has failed to carry out th: at policy. Now, I was just wondering, in 
reading this report, where in the legislative history do you find any 
indication now that the congressional policy has been that the Com- 
mission in administering the provisions of section 5 should permit 
small carriers to grow only to a certain size and no larger? Frankly, 
Doctor, I get that impression from reading your report carefully. 

Dr. Apams. Well, Senator—— 

Senator Scuorrret. Am I in error there? 
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Dr. Apams. Respectfully, I say yes. We did not intend to convey 
that impression. As a matter of fact, one of the things we tried to 
point out in this report is, if mergers and growth are such a wonder- 
ful thing for big guys, why don’t you make that same opportunity 
available to the little guys. Again, the only question we raised was 
the question of inconsistency. What is sauce for the goose is sauce 
for the gander. That is all we argued here. 

Senator Scuorrre.. But all of these carriers in this field have cer- 
tain rights under the rules and regulations established by the Con- 
gress and under the rules of the Commission; have they not? 

Dr. Apams. That is right, Senator. 

Senator SCHOEPPEL. Now, if the Commission—I am going back now 
on this very matter we are on—should adopt the policy which you 
advocate now and deny applications under section 5 on the ground 
that the acquiring carrier is too large or would become too large by 
acquisition, in your view, first, w ould this be in accord with the con- 
gressional policy as you understand it ¢ 

Dr. Apams. Senator, again very respectfully, I would like to os 
out that your premise is absolutely wrong. That is, we do not s 
anywhere in this report that mergers should be denied on the gr onde 
that the carriers are too large. 

Senator ScHoErreEL. W ell, I rather get that, as I read the report, 
and, frankly, I am asking this for my own personal evaluation of this 
report. 

Dr. Apams. And I hope you will understand, Senator, that I am 
trying to answer your questions as briefly and frankly as I can. I 
think that premise is unfounded. 

Senator ScHorrren. All right. Then, let me go further, following 
my premise now. Would the courts be likely to sustain an order if 
the record established that the transaction would be consistent with 
the public interest in all other respects? Now, that may be asking you 
a legal question, but that is the thing that comes to my mind on this 
thing. 

Dr. Apams. Well, the courts—and I need not say this to a distin- 
guished lawyer—the courts usually do not go behind the fac ‘tfinding of 
a commission. Administrative law, I think, makes a commission’s 
finding of fact final as far as the courts are concerned. 

Senator Scnorrret. It is very compelling to the court. 

Dr. Apams. Exactly. 

Senator Scuorpren. In your statement at a prior hearing you 
commented that a reading of certain reports of the Commission indi- 

cates intention to eliminate competition and that Congress never 
ieisnied that the elimination of competition would be approved. 
Now, I would like to have your view or what you mean by “the elimi- 
nation of competition.” 

Dr. Apams. Senator, did you quote a statement of mine saying 
that we charge the Commission with the intention of eliminating 
competition? Is that a quote? 

Senator ScHorrrei. No; that is merely mine, as I gathered from 
reading this report. 

Dr. Apams. Offhand, Senator, I do not think that you can 
point to a statement in this report, where we accuse the Commis- 
sion of intending to eliminate competition. I think intent in this 
general area is really of secondary importance. I never address my- 
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y self to psychoanalysis of the judge or the Commission. The only 

0 question I raise is what the effect is, rather than the intent of the 

t. action. 

y You raised the question about the elimination of competition. I 

S would like to call something to your attention here. 

e Senator Scnorrren. Yes. I think, in fairness, I should indicate 
that the matter came up the way I was reading it. I gathered an 

‘. opinion from it, be ause when you were talking about mergers, and 

\- when they would merge, it would eliminate competition. 


Dr. Apams. Yes: but we did not attribute intent to the Commis- 
sion. I might say by way of elaboration that we certainly did not 


V try in any way to impugn the integrity of the Commission or ques- 
ul tion the good faith of the Commissioners. All we tried to do here is 
al hold up a mirror to what the Commisison and the Commissioners 
y had done in proceedings before them. 


- Now, about the elimination of competition, if I may refer you to 
page 79 of the report (see appendix, p. 307), Senator, this is what the 









t 1earing examiner said in the case of PMT, which is a Southern Pacific 
y subsidiary, and its acquisition of Pacifie Fi reight Lines: 
Before a proposed transaction under section 5 may be approved, the Com- 
mission must be able to find, among other things, that the terms and conditions 
p are just and reasonable, as any improvident use of its funds by a carrier, 
: regardless of its affluence, is detrimental to the general public interest. In the 
view of the examiner, the required finding may not properly be made on this 
record. 
l 
: hen skipping a few sentences: 
The very liberal consideration to be paid in the transaction might be war- 
’ ranted from the standpoint of the purchaser, by removing PFL, one of the 
: largest, if not the largest motor carrier in the Paecifie coast area, as a formidable 
| competitor of PMT and its parent railroad, which appears to be the primary 
L objective of the proposal. In that connection PMT’s president stated that “if 
] we are authorized to purchase the certificates of Pacific Freight Lines and 






merge them with presentiy owned PMT certificates, * * * we will in effect 
have removed one competitor from the field of competition with other independent 
trucklines.” It is apparent that at the same time it would eliminate a strong 
competitor of PMT and the railroad. In the opinion of the examiner, this 
record fails to establish that the resulting restraint of competition, in the light 
of all other circumstances of this case, would be consistent with the public 
interest. As already indicated, in view of the extensive duplications, the appli- 
cant-vendee has no need for a substantial portion of the operating rights ‘to be 
acanired. Yet, the effect would be to deprive the shipping public of an all-motor 
service over the routes and of all service over certain routes, which service has 
long been continuously provided by PFL both on its own account and as an 
interchange outlet for other independent motor carriers. 
















Now, I think this is a rather forceful and unequivocal statement 
by the hearing examiner. For example, he also found, and I am quot- 
ing now from page 79 of the report (see appendix, p. 307). 







Of the 14 terminal properties to be leased by PMT in the transaction only the 
one at Los Angeles would be used as PMT has adequé ite facilities of its own at 
other points * * * PMT would, therefore, pay $240,000 rental for terminal prop- 
erties it would or could not use. 









Moreover— 









most of the 1,521 pieces of rolling equipment to be acquired is in poor condition. 
This, in the opinion of the general manager of PMT, was responsible for the 
unprofitable operations of PFL. He stated that “a lot of it is junk”; and that 
ultimately all of it would be disposed of or retired as not meeting PMT’s standard. 








Senator Scuorrrer. Of course, now, that is an examiner’s report, 
and in the scheme of the organizational status of the Commission 
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down there, the examiner is sent to hear and designated to hear, then 
he refers his findings and his conclusions and his determinations to 
the full Commission, where they evaluate the entire record as it comes 
up, and frequently examiners are overruled, frequently examiners are 
sustained, but you would not charge a glaring weakness against the 
Commission, would you, because they failed to take all examiners’ 
reports and findings; would you? 

Dr. Apams. Senator, my answer to that question is twofold. On 
the one hand, it seems rather strange to me that, when an examiner 
recommends denial of a giant merger, the Commission ultimately 
reverses that examiner and approves the mer ger. This is a rather con- 
sistent record that we find here. When a small applicant comes before 
the Commission and the examiner recommends approval, very fre- 
quently the Commission reverses him, but seldom in a case involving 
a small company, where the examiner recommends denial, does the 
Commission ever reverse the examiner and recommend approval. 

The highly irregular thing about this Southern Pacific case, Sen- 
ator, if you look at page 80 (see appendix, p. 308) of this report—— 

Senator Scuorrre. I have. 

Dr. Apams. Assume that the hearing exal niner should have been 
overruled in this case, how do you explain the C ommission’ s action? 
The Commission’s report and order, dated June 4, 1956, was not 
served until June 26, 1956, Then, without explaining its reason for 
doing so, the Commission on June 27, 1956, issued so-called corrected 
sheets 21 through 25, and sheet 18 of appendix C, instructing the 
parties to substitute the corrected sheets for those in the original 
report. Now, we have detailed here the comparison between the orig- 
inal report, as filed by the Commission, and these so-called corrected 
sheets which had to be substituted. 

I think if you examine these 3 points—let’s see, there are 3 there; 
I see 2 of them enumerated—you will find that the conclusion of 

the Commission, the finding of the Commission, is substantially 
altered by these corrected sheets. Is that good administrative pro- 
cedure to substitute corrected sheets without any explanation what- 
soever / 

Senator Scuorrren. Did you in your investigation ask for an ex- 
planation or for further detailed information on the part of the 
Commission on this? 

Dr. Apams. Senator, I think, very respectfully, that this kind of 
thing ought to be apparent in the decisions of the Commission. If 
the Commission in an official legal action decides to substitute cor- 
rected sheets for original sheets in the report, they owe it to the 
general public that someday will examine this record to tell them why 
this was done. 

Senator Scuorrret. Well, I am not going to express an opinion on 
it, because [ don’t know enough of the facts. The reason I asked you 
the question was that, in this report, there was a glaring inconsistency, 
as you view it—I was wondering whether you followed it up to 
see what the reasons were or what the explanations were. In all 
probability we can do that. 

We can, in further evaluating this report and what is stated in 
there, from a standpoint of our ‘congressional committee here on the 
Senate side, can ask for additional information with reference to 
that, but I was wondering whether or not you had none that, I 
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assume maybe you took the record as it was and made your evalua- 
tions accordingly, as you have indicated before. 

Dr. Apams. That is all we could do; take the record as it stands. 
We did not try to go outside of the official record of the semijudicial 
agency, which in our view has not acted in a very judicial manner 
in this case. 

Senator Scuorrrrt. Do you agree it is true that, after 5 years of 
regulation by the Commission, the Congress in the Transportation 
a in 1940 confirmed the Commission’s interpretation of national 

transportation policy by reenacting the control provisions of the act 
without material changes; had you considered that ? 

Dr. Apams. We considered the national transportation policy, and 
for the purposes of this report we accepted the national transporta- 
tion policy as given. 

Senator Scnorrre. Now, for the purpose of brevity here, the next 
question that I wanted to ask you—and if you will be kind enough, 
] will leave this with you, and [ wish you w ould give some considera- 
tion to this and then give me your answer for the record. 

Dr. Apams. Senator, may I suggest this. If there are any ques- 
tions you would like to propound that you can’t cover in this hearing 
here, I would be delighted to answer them. 

Senator Scnorrret. This is in that category on that one. I will 
enumerate that as question No. 5. That is with reference to a quota- 
tion from the Associated Transport case (88 MCC 137, 162) decided in 
March 1942. Now, in connection with the standard which I under- 
stand you have adhered to and would apply to citing cases under 
section 5, namely, by denying applications if the transaction would 
lessen competition unless efficiency of operation will be increased and 
there is a clear showing that the public will get the benefits of lower 
rates and better services. Now, have you made any studies other 
than what you have shown in the report with reference to that? 
I take it possibly that you might not have. You haven’t gone into 
that ? 

Dr. Apams. I don’t follow that question, Senator. I really don’t 
understand it. 

Senator Scuorpret. T will submit a question on that, then, in the 
same category as I have here. 

Dr. Apams. Thank you very much. 

Senator Scnorpren.. Did your study include an effort to determine 
in how many proceedings under section 5 between 1950 and 1956 was 
a contention made by any parties to the proceedings that competition 
would be restrained ? 

Dr. Apams. That is a pretty broad question. 

Senator Scnorrren. If you would care to, I will be glad to leave that 
question with you; No. 6. 

Dr. Apams. Fine. 

Senator ScuorrrpeL. Now, are you aware of the fact that such a 
contention, that competition will ‘be restr ained by the transaction, is 
one hs urdly ever made in section 5 motor-carrier proceedings? 

Dr. Apams. The hearing examiner made such a contention in the 
Southern Pacific case that I referred to just a moment ago. 

Senator ScHorprpen. That was one case. 

Dr. Apams. Well, there are such cases here. Let me give you an 
example of that, Senator, if I may. Take the Pacific Intermountain 
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Express. They acquired the very large—a “giant,” if you please— 
West Coast Fast Freight. The ‘Commission “approved this merger 
partly on the grounds that this would not have an impact on competi- 
tion because West Coast Fast Freight was operating in a north- 
south direction along the Pacific Coast, whereas PIE was pr imarily 
an east-west carrier, and the Commission said this will have no im- 
pact on competition because PIE would not find a convenient route 
to the Pacific Northwest if it follows the acquired West Coast Fast 
Freight route. It would have to go in an east-west direction until 
it hits the Pacific coast and then go north. It would have to move, 
in other words, along, roughly, the two sides of a right triangle 
instead of being able to go along the hypotenuse of that right triangle. 
Well, in subsequent proceedings the Commission approved mergers 
which eliminated, at least in large part, this circuity: that is, PIE was 
gradually given rights to move directly north, I believe it was, from 
Salt Lake City or from Pocatello. I don’t have that at my fingertips 
now. 

Now, this clearly did have an impact on competition. The Com- 
mission obviously ignored what it had found in the West Coast Fast 
Freight case. If the merger was approved because the routes to the 
Northwest would be too circuitous and, therefore, have no impact 
on competition, why were the subsequent mergers which eliminated 
this cire uity approved? Besides, what advantage was there in terms 
of effic lency to permit 2 carriers to merge, if, as the Commission said 
in the West Coast Fast Freight case, these 2 parts of the body would 
continue to operate independently ? They would continue to oper- 
ate as they had before. What were the advantages to the public 
interest? In other words, Senator, I think our standard is this: 
That mergers ought to be : approved only if they don’t lessen competi- 
tion, unless there is a clear showing by applicant that approval of 
the merger will in a dem ionstrable way promote the public interest in 
the form of lower transportation cost and better service. I think, 
when you read through some of these Commission _ ‘isions, vou find 
that the Commission has not made that clear. They have not clearly 
shown why approval of specific mergers in spec ific respects woul 
serve the public interest. 

The CHarrman. We will meet at 9 o’clock tomorrow morning, and 
we will have to let you know which room we have. 

(Whereupon, at 11:45 a. m., the committee recessed to reconvene at 
9a.m., Friday, July 12, 1957.) 
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Unrrep Srares SENATE, 
SELECT COMMITTEE ON SMALL Bustness, 
Washington, D.C. 

The committee met, pursuant to recess, at 9:10 a. m., in room 155, 
Senate Office Building, Senator John Sparkman (chairman) presid- 
ing. 

Present: Senators Sparkman (presiding), Bible, Thye, and 
Schoeppel. 

Also present: Walter B. Stults, staff director; Lee C. White, coun- 
sel; F. Bradford Morse, administrative assistant to Senator Salton- 
stall; and Joseph Skubitz, administrative assistant to Senator 
Schoeppel; Owen Clarke, Chairman of Interstate Commerce Com- 
mission; Richard F. Mitchell, Commissioner, Interstate Commerce 
Commission; and Dr. Walter Adams, professor of economics, Michi- 
gan State University. 

The CHarrman. Let the committee come to order. 

You may proceed, Senator Schoeppel. 

Senator ScHorrret. Dr. Adams, yesterday you read at length from 
an opinion of Circuit Judge Frank in the O/d Colory Bondholders, et 
al.,v. New York, New Haven and Hartford, decided .}anuary 1947, and 
cited at 161 Federal (2) 413. In checking, I find that this was a dis- 
senting opinion. 

Mr. Apams. I think it was. 

Senator ScHorpreL. Now I note—I just checked that last night, and 
I note that Judge Learned Hand and Judge Swan, in the majority 
opinion, sustained the findings of the Commission, though; didn’t 
they? 

Dr. Apams. I think so. 

Senator Scuorrret, Do you feel it would be incumbent upon the 
ICC to follow the majority opinion ? 

Dr. Apams. Senator, the only reason I read that was to indicate the 
respect with which the Commission is regarded in some quarters. We 
were discussing the matter of administrative expertise. Here was a 
judge—to be sure, on the dissenting side—lampooning the Commis- 
sion. I think it is unfortunate that the Commission cannot command 
more respect in the courts. 

Senator ScHorrret. The point I wanted to leave in the record, how- 
ever, it would have much more compelling impact if it was in the ma- 
jority opinion, you see. 

Dr. Apams. No question about that. 

Senator ScHorrren. But it was a dissenting opinion, and that is 
the reason I wanted to get it in there. He was critical of the ICC. 
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Now, also, Commissioner Mahaffie—that was a dissent from the 
other members of the Commission. The other members, of course, 
ruled the other way. 

Dr. Apams. That is clearly set forth in the report. 

Senator Scuorrren. That is correct. 

Now, I was wondering, in checking your report here, have you any 
place in the printed record relied on a reported majority opinion to 
prove some of the points of your thesis and your theory in this thing? 

Dr. Apams. I don’t understand your question. What majority 
opinion ¢ 

Senator Scuorrret. I mean have you quoted from a majority opin- 
ion in here? You quoted generally from the dissenting opinions. 

Dr. Apams. I don’t believe that is correct, Senator. If you check 
the record, you will find we have quoted the majority opinion of the 
Commission in most of the cases decided, as well as the hearing ex- 
aminer’s opinion and the dissenting opinion. In other words, we 
tried to give as detailed a discussion of each case as we could. 

Senator ScHorrren. I am going to make a further compilation that 
I will put in the record, that I may or may not 

The CHatrman. Senator Schoeppel, shall we go off the record just 
a minute? 

(Discussion off the record.) 

Dr. Apams. On the record again, Senator, I should point out that, 
in the course of these hearings, I have quoted several times from a 
majority opinion of the Supreme Court in the McLean case. That 
is the one the Commission relies on so heavily in its merger work. 
In that McLean decision, the Court has very definitely taken the 
position that the Commission must consider the interest of preserv- 
ing competition; must consider it as an administrative matter. In 
other words, Congress never intended to give the Commission carte 
blanche to eliminate competition. The Commission’s duty is to 
regulate competition, not to eliminate it. We have said that over 
and over again. 

Now, I think it should be pointed out here, Senator Schoeppel, 
that Commissioner Clarke has very special views on this subject. On 
the day when you were unable to be here, Senator Long questioned 
him about this problem of concentration. He asked him: 

How far can concentration go before you get worried about it? 

On page 153 of the transcript, this is what Commissioner Clarke 
replied: 

Well, certainly a lot further than it has gone. While there obviously has 
been a certain amount of concentration, in my personal opinion there kasn’t 
been enough concentration. We need more concentration than has occurred, if 
we are going to have a healthy, vigorous motor-carrier industry. 

That position is very clear, Senator. 

Senator Scuorrrer. I just wanted to get into the record the report 
of some of the dissents over the majority opinions. As I indicated be- 
fore, I think the report stresses more of the dissenting opinions, as I 
view it. 

Dr. Apams. Very respectfully, Senator, I say that is not so. 

Senator ScHorrrenL. In some of these decisions, namely, those I 
mentioned this morning, they are all dissenting opinions. Old 
Colony 
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Dr. Apams. That is not mentioned in the report, Senator. 

Senator SciorrreL. Yesterday, when you read from it, I pointed 
that out, because in the record I thought we ought to have some nota- 
tion that it was a dissenting opinion. Many people might read this 
record, and take that opinion as the controlling one, but it happens 
to be the dissenting one. In fairness to the report, that is the impact 
of it as it goes to the public. 

Dr. Apas. I also quoted in this record yesterday from the ma- 
jority opinion of the Supreme Court in the McLean case. 

Senator Scnoerre.. There is also a dissenting opinion of Justice 
Douglas in the McLean case. 

Dr. Apams. Which I didn’t quote. That is a very powerful dis- 
senting opinion. 

Senator Scnorpre.. In your charge that the Commission has failed 
to carry out the intent and policy of Congress in administering sec- 
tion 5, 1 am sure you are aware that the annual report—when you 1 went 
into this, you may or may not have gone back as far as November 
1, 1954—the Commission reported in detail to the Congress the facts 
concerning its decision in the Associated case, reported at 38 MCC 137, 

Now, that is one of the cases where the Antitrust Section of the 
Justice Department disagreed with the Commission order. But the 
Supreme Court of the United States upheld the Commission in that 
case. ‘he Commission reported to the Congress as follows: 

Thus it was pointed out no other inference was possible but that, as a factor 
in this determination, the propriety of motor carrier consolidations, the preser- 
vation of competition among carriers, although still a value, is significant chiefly 
as an aid in the objectives of national transportation policy. 

The findings which were supported by evidence were held to indicate that we 
actually fulfilled our duty to estimate the scope and appraise the effects of the 
curtailment of competition which might result from the proposed consolidation, 
and consider them along with the advantages of improved service, safer opera- 
tion, lower cost, et cetera, in determining whether the consolidation would 
assist in effectuating the overall transportation policy. 

Now, Doctor, with the Commission and the courts in agreement in 
that matter, apparently—on this phase of it, namely, the preservation 
of competition is significant only as an aid in the objectives of national 
transportation policy—with the Congress of the United States, the 
Interstate Commerce Committees of both Houses evidently accepting 
this philosophy from 1944 down to date, now, I wonder if you still 
maintain that the maintenance of competition should be the sole and 
determining issue in hearings before the Commission to authorize or 
deny. Do you still maintain that the maintenance of competition 
should be the sole and determining issue in hearings before the Com- 
mission to authorize or deny applications for trucking mergers? 

Dr. Apams. Senator, I do not maintain that now, and I have never 
maintained it. All I have argued is that competition in transporta- 
tion ought to be preserved unless there is a clear showing that a less- 
ening of competition will serve the — interest. 

Now, I do not stand alone. The Attorney General’s National Com- 
mittee To Study the Antitrust Laws, which was composed of some of 
the most distinguished magne minds in the United States—and this is 
the majority opinion now—had this to say, and I am quoting from 
page 269 of that report: 

Even in the areas where Congress has adopted the policy that “competition” 
may [not] have full play, we feel that unless Congress has expressly provided 
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to the contrary, the regulatory guide consistent with “public interest,” as 
applied to mergers, must “include the principles of free enterprise which have 
long distinguished our economy.” It is no longer subject to challenge that 
eabbend. is a relevant factor in weighing the public interest.” 

Now I say to you, Senator, and I think you will agree with this, that 
competition ought to be maintained wherever possible. 

Senator Scuorprer. I subscribe to that. 

Dr. Apams. If we are going to do away with competition, there 
has to be a very clear showing that the absence of competition will 
benefit the public in the form of lower cost, improved service, and so 
on. Unless there is such a showing, I say let us stick to the good 
old-fashioned American ideals of competition. 

Senator Scnorrren. I want to say further I felt there should be 
ground rules in the competitive program. There have to be. 

Dr. Apams. Senator, we are agreed on that; absolutely. 

Senator Scuorpret. And I cannot see but what there is the necessity 
of having a control agency with ground rules to evaluate what com- 
petition is doing, such as the Interstate Commerce Commission. That 
is where you and I may differ and agree in certain respects. 

Dr. Apams. By the way, Senator, concerning that Associated case, 
which you mentioned a while ago, that involved the merger of seven 
large trucking companies on the east coast. It was a “oiant” merger, 
and it was approved on the ground that it would promote the public 
interest, give them the benefits of lower costs, improved service, and 
so on. Those fond hopes were never realized, because today Asso- 
ciated is the “giant” that seems to be struggling to keep its head 
above water as far as making a profit is concerned. 

In several of the past years, it has operated at a loss. If giant 
size, which was promoted in the Associated case, is, indeed, so bene- 
ficial, why hasn’t the performance of that particular arrier been 
better than it has been? This is an economic question now, not a 
legal question. 

Senator Scnorrre.. I understand that, and I think the Commis- 
sion or a regulatory agency has to watch out for what is the para- 
mount public interest, even looking over the entire situation, even in 
terms of competition, or in terms of even profits. 

Dr. Apams. I agree with you wholeheartedly, Senator. The Com- 
mission is obliged by congressional mandate to promote the public 
interest. I think both of us will agree that the values of competi- 
tion are an important component of ‘the public interest. 

Senator Scuorrrer. Right. You and I aren’t going to quarrel on 
that. 

Now, Doctor, I want you to look on page 41 of your report (see 
appendix, p. 258). I think it is table 14. 

Table 14 states: 
Distribution of firms and 
carriers of property, 1951. 

Now, the footnote of that table shows the source of your material 
is ICC statement No. 531, page 6. 

I have before me here this st: itement—reading from page 6 of this 
a statement—Interstate Commerce Commission, Bu 

‘eau of Transport, Economics and Statistics, class I, IT, and IT] 
stl carriers : 





operating revenues, class I, II, and III, motor 


The distribution shown below for 1951 is based directly on the revennes ot 
a sample of class II and class III motor carriers. 
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If the information in this table, as I view it now, had been cor- 
rectly portrayed, it would have shown 5.63 percent of class II and 
class ILI over 200,000 had 29.06 percent of the operating revenues in 
1951. In 1954, these class II and III carriers—that 1s, 200,000 or 
more—were 5.09 percent of the total, and had 24.5 percent of the 
revenue. Now, that would show an actual decrease instead of an 
increase. 

Now, the question I want to ask you about is, I wondered why you 
reproduced this statement and the data, and claimed that it included 
class I carriers when the source clearly indicates and states that it 
indicates class II and class III carriers only. I am pretty sure, if 
you will check that, that is one correction you will want to make 
in this report. 

Dr. Avams. Senator, I mentioned to you, before the hearing this 
morning began, that there are a number of amendments to this report 
that we would like to make. And at the conclusion of the hearing 
I want to indicate what those amendments are. After yesterday’s 
hearing, Commissioner Clarke called to our attention that ‘he checked 
with his statisticians and they indicated to him that the table on 
page 6 of statement 551, the one you referred to, was intended to show 
only a distribution of class Il and III carriers. I have no reason to 
doubt the accuracy of Chairman Clarke's statement. 

However, I would like to point out to you, Senator, that if you read 
this entire document, that is, statement No. 531, in context, you will 
find that throughout it deals with class I, II, and III motor carriers. 

May I point out to you, Senator, that me of the tables, the num- 
bered tables, in this statement—*Table No. 1: Estimated revenues of 
class I, II, and I11 motor carriers.” “Table No. 2: : Indexes of selected 
revenue figures, class I, II, and III motor carriers.” “Table No. 3: 
Estimated ton-miles and pensntaer: -miles of class I, II, and Ill motor 
carriers—deal with class 1, 11, and ILI carriers. 

Then this chart which appears on page 11, “Estimated ton-miles 
and passenger-miles of class 1, II, and I11 motor carriers.” 

Throughout, statement No. 531 deals with class I, 11, and III motor 
carriers. 

Now, if you will turn to page 6, the table you have reference to is 
an unnumbered table. It is a table without a heading. From the 
context of the text it is not clear whether it refers to only class IT and 
ITI carriers, or to all three classes of carriers. 

Dr. Hendry and I went over the thing carefully, and concluded, 
obviously incorrectly, on the basis of what Chairman Clarke told us 
yesterday, that this table, like all of the others, refers to class I, II, 
and III carriers. Now, if this is not so, we are glad to amend this 
statement. 

Yesterday the Commission made available to us some additional 
material, statement No. 490, dated January 1949, and, on the basis of 
that, I made some rough computations last night, and I hope you 
will not hold me to these too strictly, because I did not have a calculat- 
ing machine in my hotel room. 

Senator Scnorpren. That is all right. We are on the subject of 
correction and revision, obviously. 

Dr. Apams. There you find that, comparing 1947 and 1954, in 1947 
roughly 10 percent of the motor carriers then in existence had sixty- 
seven-odd percent of the total class I, IIT, and III revenues. By 1954, 
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half that percentage of carriers, that is, 4.7 percent of the carriers, 
had approximately the same, 62 percent of the total class I, II, and I 
revenues. Therefore, comparing 1947 and 1954, we find that 60 per- 
cent fewer firms had almost the same share in revenues. 

Mind you, this concentration—we are talking about aggregate con- 
centration now—seems to have increased between those years despite 
a drop in the number of carriers from 20,998 to 18,160. 

Now, I will concede, Senator, and I do so cheerfully, that the in- 
crease in aggregate concentration on the basis of these revised figures 
is much less dramatic than indicated originally. 

Senator Scnoerret. That is correct. And that is one of the reasons 
why I pointed it out, because, as I said, the distribution shown below 
for 1951 is based directly on the revenues of a sample of class II and 
class IIT carriers. 

Now, the reason why that is important—we are going back now 
to the report which is out and which will be read—and if there is a 
correction to be made, then, and I am sure you concede that there is 
in your new figures here, and the additional information which you 
have here—if that is the c: ise, then on No. 4 on page 42 (see appendix, 
p. 258) of the report, the conclusion reached on No. 4 on page 42 (see 
appendix, p. 258) in your findings of fact, and on No. 12 on page 10 
(see appendix, p. 225), likewise, ‘then, is ina position where it has to 
be revised. 

Dr. Apams. It is subject to amendment. But may I point out this, 
Senator, that, with all the amendments we intend to make in this 
report, it still remains a fact that all the indexes that we have worked 
up point in the same direction. They point to an increase in aggregate 
concentration. The only argument now is how much of an increase. 
I certainly am willing to revise figures in light of evidence that is 
presented. I am very glad that C hairman Clarke has called this to 
our attention, because we want to be fair, whatever else we do. Cer- 

tainly, as long as the Commission calls specific things of this sort to 
our attention, we want to make the report as accurate and as complete 
as possible. 

Senator Scuorprer. I knew that you would, and that is one of the 
reasons why I had it in my matters for presentation yesterday. I 
think it is ‘helpful, because it will clarify this record, and, as you 
said, it is far less dramatic. 

Mr. Sruurs. Senator Schoeppel, I wonder if we could ask Chair- 
man Clarke if he could provide us with a table such as the one that Drs. 
Adams and Hendry thought they had, but which they did not have, 
for 1951. 

Mr. Clarke, you broke down the revenues in five brackets for class 
IT and III carriers. You did not break it down in this publication for 
class I carriers. I wonder if you could do that? 

Mr. CrarKke. We could prepare it. When Dr. Adams asked for 
statistics, we gave him what we had. He didn’t tell us what they 
were for. Of course, we keep our statistics for a different purpose, 
not for the purpose he is using them for. If he tells us what he wants, 
we will go ahead and prepare them on our IBM equipment. 

Dr. Apams. By the way, Senator, along that line, I am perfectly 
willing to concede that some mistakes may have been made, but I 
very respectfully call your attention to the fact that this is a pioneer- 
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ing study. To my knowledge, nothing of this sort has ever been pre- 
pared. The Commission is in the best position to have done this study. 
They have all of the statistics available to them. 

Again, I say mistakes have been made; yes, but these, here, are all 
minor mistakes, and they do not vitiate a ’single finding that has been 
made in this report. There may be a difference in degree or amount, 
but the direction of the movement, described in this report, is clear 
and unequivocal. 

Senator Scuorrret. Well, that may be apparent to all of us, or 
to some of us as we analyze the report when it is finally correct. But, 
nevertheless, Dr. Adams, I want to say, and I don’t relish this, but 
J have gotten a barrage of mail, and questions and telegrams have 
come to me, some of them actu: uly taking my hide off. They feel ~ 
this is a committee’s determination, and they are pointing out all sor‘ 
of things. I want to get out from under this phase of the thing, ma 
that is where I feel this series of hearings will be helpful. 

The main people in the trucking industry—statisticians, lawyers, 
and interested stockholders in some instances—knowing pretty w ell 
what their companies have been doing, try to follow it, though not 
as closely as the management offices would. They want to be given 
an opportunity to be heard. It shows the intense interest they “have 
been taking in this report, but they confuse it in their own minds; 
namely, they think it is a committee of Congress reporting on this 
matter after hearings. They say, “Where did you get the basis for 
this in your hearings?” Obviously, the very statement you made 
a while ago, that it is a pioneering proposition, is the reason why I 
couldn’t go along with this report when I read it carefully, as I did. 
1 pointed out some things about it. 

As I pointed out to the chairman yesterday, the report that we have 
instantly before us here, and the report we had in the Cox report 
up in the other committee, I think based on 8 or 9 weeks of hearings— 
we could say to the people after the hearings up there, after 9 weeks 
of testimony, “Here is what we have.” We don’t have that here. 
That is why I think we have to put this in a proper perspective. 

Dr. Apams. Senator, I am in complete agreement with you. I think 
these hearings are extremely beneficial, and, if it helps in any way— 

I know this is not necessary—it is clear that you had nothing to do 
with the preparation of this report, and you certainly cannot be 
blamed for its content. I think it is clearly set forth as a staff report 
prepared by Adams and Hendry, and, as the chairman’s disclaimer in 
the foreword of this report makes clear, no Senator on this committee 
takes any responsibility for the conclusions arrived at in this report. 

Senator Scnorpret. The chairman very frankly said that to all 
the members of this committee; that is correct. 

The CHatrman. I wonder if I may interject this thought. 

I think it is well to keep in mind, Senator Schoeppel, regardless of 
what happened to the staff report in the Interstate and Foreign Com- 
merce Committee, that the usual procedure in Congress, in both 
Houses of Congress, insofar as I know, all committees use staff reports. 
The usual proc redure i is to use a staff report in order to bring forward 
studies, information, data that have been collected by the staff as such 
for the benefit of the committee. 
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Senator Scuorpre.. That is correct. 

The Cuatrman. I think that is the uniform practice, and since this 
fell in that category, that is the reason we described it as a staff report, 

Now, off the record. 

(Discussion off the record.) 

The Cuarman. By the way, Senator Schoeppel, would you want 
to submit for the record the various communications you have 
received ? 

Senator ScHorrret. Some of them I do, and some of them I don’t. 

The Cuatrman. We have had communications on both sides. They 
have been very helpful. I have a long letter here from an officer of a 
trucking company that gives some very helpful suggestions. 

I have a letter from a former longtime official of the Interstate Com- 
merce Commission, in which he gives some very helpful suggestions. 
So far as these hearings are concerned, I think they are helpful. So 
far as I am concerned, I should not object to seeing a full-fledged 
hearing; but you and I know, Senator Schoeppel, the impracticability 
of that at the present time. 

I wonder if, in view of the situation that has developed this morn- 
ing about this additional evidence which apparently was not available 
when some of these tables were prepared, if the Commission would 
indicate its willingness—and I will say that it has fully cooperated 
in the past—to make available to the staff of the committee any and all 
information that might throw a little light upon any part of this re- 
port, because it seems to me that getting it bit by bit this way makes 
it quite difficult for us. 

Mr. Crarke. We have furnished the staff with everything that they 
have asked for. 

The Cuarrman. I realize that, and yet you said a few minutes ago 
that these two particular documents which seems to be quite material 
had not been supplied, because you were keeping it for another pur- 
pose. 

Mr. Cuiarke. No; that is quite incorrect, Mr. Chairman. 

The CuarrMan. That is certainly what I understood you to say. 

Mr. Cuiarke. No. We had no — until just a few moments 
ago, when Mr. Stults asked us to make another calculation. Every- 
thing that they have asked for, we have given to them promptly. 

The CHarrMan. Let me check you on this. You did say, did you 
not, that the statistical information you had was filed, or kept for dif- 
ferent purposes, and you did not know that this material was desired 
or required ? 

Mr. Crarke. Until a few moments ago. 

The Cuarrman. That is the very difficulty I present. It seems to 
me there would be other information that might really be material in 
connection with this that the staff wouldn’t know about at all. 

Mr. Cuarke. There is a great deal of material that would be per- 
tinent. Some of it has been furnished to the staff, but hasn’t been 
used because, as we contended, it disapproves their argument. 

Dr. Apams. Would you be specific about material that has been 
provided to the staff that has been specifically excluded because it goes 
counter to the case herein ? 
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Mr. Crarke. I can mention just one, the Denver-Amarillo case. 

Dr. Apams. Could you acquaint me with the significance of that 
case 4 

Mr. Crarke. I will ask Mr. Corbin to do that. 

Mr. Corsin. My name is Corbin, C-o-r-b-i-n. I happen to know, 
and have also seen the letter which told Mr. Stults of the Denver- 

Amarillo case, and the mergers therein, where the Commission was 
protecting the little fellow from the big fellows, and that was turned 
over to the committee by an attorney for one of the big carriers. 

Dr. Apams, Well, Mr. C ‘hairman, may I say this: I am sure that 
the committee has had communication with the Commission on a 
variety of individual cases in connection with the so-called clinical 
work that is done by the Senate Small Business Committee. But, 
has that brief or that Commission opinion been furnished to the com- 
mittee specifically for this study? I say to you it has not, because I 
have not received a copy of it. 

Mr. Corpin. It was specifically turned over for the purposes of 
this study to Mr. Stults by an outside attorney. 

Senator Scnorrren. Well, Mr. Chairman, I want to clear up some 
matters for the record with reference to the communications and tele- 
grams which I have received. I did not want to be presumptuous in 
moving them into the record. I think I would like to do it this way, 
if the chairman and the ranking member on our side, Senator Thye, 
would agree. I know how we wanted this record left. Some of the 
communications I think would be helpful from the standpoint of 
making suggestions where pertinent changes should be made. They 
point them out specifically. I would like to submit them to the Chair, 
or to the staff here for consideration. 

The Cuairman. I think that would be fine. 

Senator Scuorrrret. I think they ought to get into the record, 
especially where they offer definite suggestions where revisions should 
be made in keeping the report in relation to the facts as they see 
them. 

The CuarrmMan. Objective? 

Senator ScHorrren. Yes. 

The CHatrMan. I think that would be fine. 

Senator Scuorrren. I did not want to come in and crowd the record 
with a lot of other matters that would be corrections and objections 
that they are making, and then offering the reason for their objections. 
Where they do that, I think it is helpful. 

Dr. ApAms. Mr. Chairman, I think the record would reflect a 
broader viewpoint and a larger understanding of the question if the 
communications were made a part of the record. 

Senator Scnorrren. I would like to submit those for the judgment 
of the staff here on how much of that should go into the record. 

The CuatrmMan. That would be fine. I think all of us are seeking 
the most objective approach to the problem that can be found. Any- 
thing that contains suggestions, or indicates the feeling of the people 
who are engaged in the industr y, or who have a familiarity with it, 
regardless of their stand on this report, I think would be helpful 
to us. 
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(The material referred to, subsequently submitted, follows :) 


UNITED STATES SENATE, 
SELECT COMMITTEE ON SMALL BUSINESS, 
July 23, 1957. 
Hon. JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
Washington, D. C. 

DeaR JOHN: Since so many errors and inaccuracies have been disclosed, and 
admitted by the authors, in the so-called Trucking Mergers, Concentration, and 
Small Business: An Analysis of Interstate Commerce Commission Policy, 1950— 
56, report prepared by Dr. Walter Adams and Dr. James B. Hendry of the staff 
of Michigan State University, I am wondering if it is contemplated that a cor- 
rected report be printed? 

If such be your intent, then the draft of such a rewritten report should, by 
all means, be submitted to the members of the Select Committee on Small Business 
for their consideration before being sent to the printer. 

If the Trucking Mergers, Concentration, and Small Business: An Analysis of 
Interstate Commerce Commission Policy, 1950-56, report is not to be corrected 
and reprinted, then in accordance with our previous correspondence on this 
subject and our further verbal understanding, as reported in the transcript of the 
hearings on July 11 and 12, 1957, I respectfully request that the following be 
made a part of, and incorporated in, the printed record in this matter, to wit: 

No. 1. Letter from Senator Sparkman to Senator Schoeppel, dated March 30, 
1957, a copy of which is attached hereto and marked “Exhibit A.” (See p. 53.) 

No. 2. Letter from Senator Schoeppel to Senator Sparkman, dated April 10, 
1957, a copy of which is attached hereto and marked “Exhibit B.” (See p. 53.) 

No. 3. Letter from Senator Sparkman to Senator Schoeppel, dated April 16, 
1957, a copy of which is attached hereto and marked “Exhibit CC.” (See p. 56.) 

No. 4. Letter from Senator Schoeppel to Senator Sparkman, dated April 29, 
1957, a copy of which is attached hereto and marked “Exhibit D.” (See p. 58.) 

No. 5. Letter from Senator Sparkman to Senator Schoeppel, dated May 3, 
1957, a copy of which is attached hereto and marked “Exhibit KE.” (See p. 59.) 

No. 6. Letter from Senator Sparkman to Senator Long, dated May 3, 1957, 
a copy of which is attached hereto and marked “Exhibit F.” (See p. 59.) 

No. 7. Telegram from James A. Ryder, president, Ryder Systems Inc., Post 
Office Box 2408, Jacksonville, Fla., dated July 12, 1957, to Senator Schoeppel, 
a copy of which is attached hereto and marked “Exhibit G.”  (Attached.) 

No. 8 Telegram from Louis Schramm, Jr., president, Allied Van Lines, Inc., 
Washington, D. C., dated July 10, 1957, to Senator Schoeppel, a copy of which is 
attached hereto and marked “Exhibit H.” (See p. 119.) 

No. 9. Letter from J. H. Fles, executive vice president, Associated Truck Lines, 
Ine., Grand Rapids, Mich., dated July 5, 1957, to which was attached a copy of 
a letter dated July 1, 1957, addressed to the Honorable John Sparkman, chair- 
man, Select Committee on Small Business, to Senator Schoeppel, a copy of which 
is attached hereto and marked “Exhibit I.” (Attached.) 

No. 10. Statement of Kit Clardy, Lansing, Mich., sent to Senator Schoeppel on 
July 19, 1957 (Kit Clardy served the State of Michigan as an assistant attorney 
general for several years. He was chairman of the State public utilities com- 
mission. He was elected to the 88d Congress in 1952. While in the attorney 
general’s office and later while on the commission he authored the Motor Car- 
rier Acts now on the books. Also he served as chairman of the legislative 
committee of the National Association of Railroad and Utilities Commissioners 
during the time that the Federal Motor Carrier Act of 1935 was under prepara- 
tion and passage and as such testified before congressional committees concern- 
ing the proposed legislation his committee had helped prepare and present), a 
copy of which is attached hereto and marked “Exhibit J.” ( Attached.) 

At the hearing on July 12, 1957, Senator Bible, the acting chairman, stated 
(see p. 312, transcript) that the record would be kept open for a period of 2 
weeks from that date for the insertion of such communications and letters that 
may be desired to be placed in the record. I may have additional communica- 
tions and letters for insertion on or before the closing date. 

With all good wishes, I am, 

Sincerely, 
ANDREW I. SCHOEPPEL. 
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Exurisit G 


JACKSONVILLE, FLA., July 12, 1957. 
Senator ANDREW F’.. SCHOEPPEL, 
Senate Office Building, 
Washington, D. C.: 

I am advised Prof. Walter Adams testified today before Senate Select Com- 
mittee on Small Business to the effect that Ryder System, Inc., was negotiating 
for the purchase of an air carrier. This statement is false and I categorically 
deny that this company ever has negotiated, is negotiating or, in the near 
future, intends to negotiate for the purchase of an air carrier. 

JAMES A. RYDER, 
President, Ryder System, Inc. 


Exuisir J 


ASSOCIATED TrucK LINES, INC., 
Grand Rapids, Mich., July 5, 1957. 
Hon. ANDREW IF’. SCHOEPPEL, 
United States Senate, 
Washington, D. C. 

DEAR ANDREW SCHOEPPEL: Attached please find photographed copy of a letter 
addressed to the chairman of the Select Committee on Small Business of which 
you are a member. As a short-haul common carrier of motor freight listed 
among the first 50 large carriers in the country, we just cannot understand the 
June 1957, report authored by Dr. Walter Adams and Dr. James B. Hendry. 
This letter then contains a few of our thoughts after having lived with and 
observed the trucking industry for a period of 25 years both before and subse- 
quent to regulation. 

Very truly yours, 
d. B. Poxs. 


Executive Vice President. 


ASSOCIATED TrRucK LINEs, INC., 
Grand Rapids, Mich., July 1, 1957. 
Hon. JouN SpARKMAN, 
Chairman, Select Committee on Small Business, 
United States Senate, 
Washington, D. C. 

DEAR SENATOR SPARKMAN: The writer has taken more than a passing interest 
in the activities of your committee, particularly as your committee deliberates 
on the truck transportation field. My interest was kindled particularly over 
the past 2 months through listening to Dr. Walter Adams and also Dr. Nelson 
of the University of Washington, who is a consultant to the New England 
Governors’ Conference and helped construct reports No. 1 and No. 5 issued by 
the New England Governors’ Committee on Public Transportation. The theme 
followed consistently seems to run along these lines: 

1. Free entry into the for-hire truck transportation business. 

2. A sharp relaxation on the part of the Interstate Commerce Commission 
of its rate regulatory powers especially on short hauls under 300 miles. 

From the above, the implication seems to be on the part of these enthusiastic 
advocates that (1) competition is being stifled in truck transportation by lack 
of a greater frequency of carriers, (2) that truck transportation on a for-hire 
basis is being concentrated in a few hands, (3) that such concentration is bad 
for the country because there is no greater efficiency among large carriers as 
against small carriers, (4) that the rate structure is pretty well frozen at a 
high price level because of the philosophy of rate making carried on by the 
Interstate Commerce Commission. 

Having worked on the firing line of truck transportation for more than 25 
years and having seen the trucking industry both prior to and subsequent to reg- 
ulation, the conclusions of Dr. Adams and the implications of what he proposes 
are most amazing. This letter will be an attempt to give your committee a few 
observations based on practical experience in the transportation business. 
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Taking first the matter of free entry into the for-hire transportation, it should 
be noted that there are few if any other industries represented by so many small 
businesses as truck transportation. Over 18,000 of these for-hire carriers existed 
as of December 31, 1954, according to Interstate Commerce Commission count. 
However, this does not count the hundreds upon hundreds of for-hire carriers 
who are granted rights by State regulatory bodies who have never registered 
with the Interstate Commerce Commission. In the State of Michigan, we have 
58 common carriers holding Michigan intrastate rights who compete with each 
other. In addition, we have hundreds of limited common carriers whom the gen- 
eral commodity common carriers compete with day to day on both a service and 
price basis. From our many conversations in Michigan with shippers, with 
the State regulatory body, and with common carriers themselves, the conclu- 
sion is pretty general that there are too many carriers already in existence 
and that the only way to achieve greater economy and a more reasonable level 
of prices, is through the elimination of many of these carriers. This would con- 
centrate the traffic to fewer larger systems instead of thinning out traffic among 
many uneconomic small units of transportation. Dr. Adams can find this out 
if he would check at the grassroots in his own State. 

A second observation is that among the 58 common carriers of general com- 
modities holding intrastate rights in Michigan, there are many carriers with 1, 
2, and 3 or 4 trucks who operate from day to day between given points. They 
would be the first ones to scream to high heaven if free entry would be allowed 
over their specific routes thus thinning out still further the available traffic, 
thus raising their per ton-mile cost. 

A third observation goes more nearly to the matter of mergers and concentra- 
tion and also to the growing size of certain companies not only in Michigan but 
throughout the United States. First a personal observation. I have seen the 
size of our company grow from about $250,000 of freight revenues per year 
to $11 million per year in annual revenues. Our growth is a reflection of shipper 
acceptance of our services. It is also a reflection of the growth of our economy 
and it is a reflection of our purchase of several small lines in the Michigan area. 
The lines that we purchased including one called Werner & Dunn, another called 
Adams Motor Express, and Beebe Transfer, were all lines who were losing 
money and could not continue as separate small businesses. By adding them 
to the Associated Truck Lines, we were able to operate them successfully and 
to give the shippers a much better one-line service in the Michigan area. What 
is wrong with this? 

I have also noticed that the generation of truckers who built various trucking 
enterprises are now in their fifties and sixties as far as age is concerned. Most 
of them are worried about estate problems. Most of them are unable to sell 
their companies to the public and therefore sell out to other lines. Over recent 
months I have had several of these people ask to buy their lines because every- 
thing they own is tied up in a nonliquid trucking enterprise. This is not only 
true in the trucking industry, but this is true in every industry and thus if there 
is any criticism of concentration it should be leveled at our tax laws which 
encourage merger and concentration while we all cry and wave the flag for the 
small-business man. 

My fourth observation is that concentration in the motor-carrier field has been 
of tremendous help to the shipping public. As long as a competitive situation 
still exists between lines, a trucking company serving a large territory is of 
real attraction to the shipping public. A shipper does not like to dibble-dabble 
by giving a few pounds of freight to 50 different carriers and thus disturb 
his outbound and inbound shipping operations. As long as he has a proper 
election he would much rather give 50 shipments to 5 carriers to alleviate his 
own shipping problems. Thus a carrier offering a multiplicity of shipping points 
to a shipper in turn saves cost to that shipper on his own shipping facilities. 
The main objective of transportation is not to create an artificial number of 
carriers, but to create a nationwide transportation system that meets the needs 
of the shippers. We feel that the service on the part of the trucking industry 
to the shipping public is much better today than it ever has been in the history 
of our country. Nothing like it has ever been achieved anywhere in the world. 
There must be further merger and consolidation in the trucking industry in the 
future to better this service to the shipping public, always keeping in mind that 
no one carrier should achieve monopoly which will diminish that service. 

A significant aspect of the New England reports lies in its statements about 
the price regulating powers of the Interstate Commerce Commission and, of 
course, this must include the State regulatory bodies who also regulate pricing on 





TRUCKING MERGERS AND CONCENTRATION 161 


a more localized basis. Here again, we run into a lot of theories and inferences 
that look good on paper but that do not make economic sense when you are 
actually manning a motor freight enterprise. The inference seems to be that 
the Interstate Commerce Commission regulates pricing from the point of view 
that calls for preservation of the financial health of all existing carriers. Dr. 
Nelson holds that this is especially true on hauls of less than 300 miles where 
rail competition diminishes. Thus he claims that we are on a merry-go-round 
on a short haul whereby we render excessive service to the shipping public which 
in turn drives our cost of operation upward, which in turn leads to higher 
rates, which in turn leads to a greater degree of excessive service, which in turn 
leads to higher rates. He believes that relaxation of rate regulation will cure 
this disease by allowing carriers to price downwards to a point where such 
service cannot be rendered to the shipping public on the short haul. 

From my own experience in pricing in the State of Michigan, this position of 
Dr. Nelson as included in the report prepared for the Select Committee on 
Small Business of June 1957 is not true. The service given on the short haul 
is a service demanded by the shipping public, and not a merry-go-round of high 
cost competition allowed because of a high rate structure. Of the 37 class 1 
common carriers holding intrastate rights in Michigan reporting for the first 
quarter of 1957, 16 of these carriers showed losses. The operating ratio before 
tax was 98.5 percent, while the consolidated result to the carriers after Federal 
tax was $41,000 on $34,500,000 worth of business or a ratio of 0.12 of 1 percent on 
gross revenue. In spite of this poor showing, service continued because the 
shipper demanded that service. Also a lessening of service on a short haul 
would create a diversion to rail who are a competitive force under 300 miles 
because of a far lower rate structure. The only answer to cutting per ton-mile 
cost on the short haul is to create a monopoly in a given area whereby a carrier 
would conduct his enterprise at his own operating convenience and thus turn a 
deaf ear to the service demands of the shipping public in order to get a better 
load and thus cut his per ton-mile cost. I might also state here that the Inter- 
state Commerce Commission does not preserve the financial health of each 
earrier. If one would look at the first quarter reports for the year 1957, one 
will find hundreds of losses among carriers throughout the United States. In 
central territory, known as region 3, we have counted 256 losses among the 701 
earriers found in the American Trucking Associations Report of First Quarter 
Results. 

A more important consideration when it comes to pricing lies in a basic philoso- 
phy of ratemaking that serves the best interests of our country. We feel that 
Congress has been wise and that the Interstate Commerce Commission has been 
consistent in taking the broad view that nondiscriminatory rates applied to com- 
petitive business entities outside of transportation preserves small business in 
this country. If one were to take the nurrower view that transportation prices 
should be relaxed and that free entry into for-hire transportation should exist, 
it will place transportation pricing at the disposal of the large business units in 
this country at the expense of small business generally. It would mean that 
rates would be based on the economic power of a given business entity who would 
of course force the lowest possible rate. The small-business man, lacking the bar- 
gaining power, would pay the high rate and he just could not compete in the 
marketplace for the disposition of his goods. Certainly General Motors would 
find itself in a favorable position compared to American Motors in bargaining 
for transportation. The Interstate Commerce Commission and many of our 
State commissions have tried very hard to establish uniform pricing on the same 
product over the same distance for a given mode of transportation. This is true 
also intrastate in Michigan where a small shipper can ship the same quantity of 
yoods to a given point at the same prices that a large shipper can. However, if 
we do not follow a price philosophy of nondiscriminatory rates, truck transporta- 
tion will then be used as an instrument to make big shippers bigger and small 
shippers smaller through the sheer economic power of the large shipper versus 
the small. 

Relaxation of rate policy will also mean that the shipper in the small com- 
munity will not be given the service and the freight rates offered to shippers lo- 
cated in dense areas shipping to other dense areas. If free entry of transportation 
were allowed with a relaxed rate policy on the part of State and Federal regula- 
tory bodies, Associated would give up many small service communities immedi- 
ately because they are costing us money. Under our grant of authority, we are 
forced to serve such areas, and part of the price level granted by the Commission 
makes it possible to do so. Thus the lowest possible rate for a given shipper is 
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not necessarily good for the country. We know the Interstate Commerce Com- 
mission seeks the lowest possible uniform rates so that shippers can obtain 
reasonably low transportation costs without discrimination. If your committee 
is to follow freer entry into the transportation business and also a relaxed rate 
policy on the part of the Interstate Commerce Commission, you will then become 
parties to the policy of using transportation as an instrument to create discrim- 
ination and to injure the small-business enterprise, in ali fields other than 
transportation. 

Another interesting observation on the part of Dr. Nelson and also Dr. Adams 
is that size of a motor carrier seems to have little relationship with the cost of 
doing business. Thus the easy conclusion is that we should not have large car- 
riers because they do not provide a cost saving to the public. I do not believe 
this and I take it from our many years of experience in motor-carrier transporta- 
tion. In the first place, there is no separation in the statistical studies between 
the per ton-mile cost of truckload compared with less-than-truckload freight, 
Unless this is done, the statistics on the per ton-mile cost mean nothing. Asso- 
ciated Truck Lines, moving well over a million shipments a year, cannot be 
compared with a company of like revenues moving only truckloads of freight. 
The truckload carrier would have a much better load factor and a far lower 
per ton-mile cost compared with our company which specializes in moving less- 
than-truckload freight. We know that size does decrease our cost of hauling less- 
than-truckload freight. By the use of excellent terminal facilities, conveyor 
systems, radio, and specialists at our terminal points, we know that these mass- 
production economies have increased our production per man-hour that a small 
earrier cannot match. In the second place, our size in the Michigan area allows 
for a higher load factor on less-than-truckload freight than most of our competi- 
tors. Unless Dr. Nelson and Dr. Adanis are willing to make the separation be- 
tween truckload and less-than-truckload costs of operation, the Conclusion that 
they reach is false and dangerous. 

In closing, we wish again to outline our position as follows: 

1. The trucking industry is essentially small business as witnessed by the large 
number of carriers operating in motor-freight transportation. It is our position 
that there are still too many instead of too few uneconomic units in the motor- 
carrier field for the good of the country. 

2. Mergers and concentration within the context of competition are good for 
the motor-carrier industry and are a natural economic result of Federal taxa- 
tion, shipper demands, and the growth of our economy. 

3. Free entry into transportation will ruin many small businesses and will 
raise the cost of transportation instead of lowering it through thinning out 
existing traffic. 

4. Avoidance of discrimination and undue preference is more important than 
lowest cost transportation on a particular commodity. If we do not have uni- 
formity of price application, the small-business man will be further injured in 
our economy. 

5. By relaxation of rate regulation, we will create discrimination whereby the 
large company will bargain out low-cost rates and the small company, competing 
with the large, will not be able to exist. Also the shipper in large dense areas 
will get preference to the shipper in small areas if rate regulation is relaxed. 

6. We do not agree with the conclusions that the large carrier is no more 

efficient from the standpoint of low-cost transportation than the small because of 
the failure to separate truckload costs from less-than-truckload costs in the 
transportation studies. We hold that a larger transportation company can save 
money compared with the small in the handling of less-than-truckload freight 
through the use of mass-production techniques. 
7. It is our position that the rate structure in freight transportation is not 
frozen and that continuous movement and fluidity of pricing exists to meet 
changing conditions in our economy. Nor does the Interstate Commerce Com- 
mission try through its price policy to preserve the marginal carrier as evidenced 
by the number of losses among transportation companies that exist from quarter 
to quarter and from year to year. 

Please forgive the length of this letter but our excuse is that we are very much 
disturbed by the position taken by Dr. Walter Adams and to some extent by Dr. 
Nelson relative to motor-carrier transportation. If anyone thinks that this busi- 
ness is not competitive enough, he should have the dubious pleasure of spending 
25 years init. If anyone thinks that the rate structure is artificially high, he 
should try to eke out a 2%4- to 3-percent profit after Federal taxes to gross sales. 
In my opinion, our whole economy is pointed in the direction of less companies 
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de 


doing a greater volume of business on a mass-production basis. This is caused 
by tax policies, dynamic competition in the American economy, our need to tap 
the American public for money to run our businesses, and the tremendous needs 
of our expanding economy. Certainly transportation should not be used as an 
instrument to further bigness per enterprise by free entry and relaxed rate poli- 
cies that lend to further enhancement of big business through price discrimina- 
tion. We, as a company, also like small business and we hope that transportation 
will be provided on a uniform price basis to all so that small business can be 
preserved in the many, many industries and communities whom we serve. 
Very truly yours, 
J. H. Fues, Erecutive Vice President. 





ExHIBIT J 
STATEMENT OF Kir CLARDY, LANSING, MICH. 


The foreword of the report prepared for this committee by Dr. Walter Adams 
states that the study is of “concentration in the trucking industry.” In the con- 
cluding paragraph of this foreword, the Honorable John Sparkman, chairman, 
explains that the committee had not explored and examined the report and 
therefore accepts no responsibility for it but hopes it may furnish the basis for a 
real examination by the Congress—or at least spark enough interest to focus 
attention on the difficult problem. 

While I respect the author of the report in his field, I am bound to state at 
the outset that I believe the report to be dealing with a subject matter on which 
only those with practical and legal experience can give this committee anything 
of real value. Having appeared in literally thousands of cases of all kinds I have 
come to realize that broad generalizations about the subject under inquiry 
cannot justifiably be made. Yet the report appears to be promoting some pretty 
broad conclusions about Commission procedure and practice and motives, de- 
spite the obvious fact that it is founded on nothing more substantial than a 
cursory examination of a handful of cases—and on only a partial examination 
of even those few cases. I am in complete disagreement with the apparent con- 
clusions for that and other reasons as will become evident as this statement 
proceeds. 

My first effort was to discover just what the report aimed to accomplish. If 
there is a concrete recommendation as to what should be done it has escaped 
me. Nor am I sure just what it is that needs attention. As near as I can 
make out, the report suggests that the Commission has been guilty of favoring 
those the report stamps as “giants” and penalizing those it calls the “small” 
carriers. This is, of course, a pretty strong indictment against any agency and 
should be supported by something more than conjecture and guess. While the 
report does not make its accusation in so many words, that seems to be the 
only fair meaning of all that has been set out in the document. It is my judg- 
ment that the document fails to summon anything in the way of real evidence 
to support the extreme charge. This statement will explain why I so conclude. 

Actually it seems to me that the report is quarreling with the policy laid down 
by the Congress in enacting and amending the Motor Carrier Act. As an 
example, I call attention to the statement on page 6 of the report (see appendix, 
p. 220) where the authors state that Commission decisions rest “largely on formal- 
istic and ritualistic legalisms.” This statement pretty well reveals the beliefs 
and the philosophy of the authors. But it also reveals an impatience with both 
law and policy. 

While most of us agree that there should be a minimum of governmental 
interference with business and the person we are here dealing with something 
the Congress has said—with a legislative policy established only after long re- 
search and study. Anyone may question the wisdom of the policy but this report 
does not make a frontal attack and suggest repeal or revision. Rather it charges 
the body given the duty of administering the statute with having practiced favor- 
itism toward the giant carriers and discrimination against the small ones— 
something akin to criminal acts and which cannot be remedied by another stat- 
ute. Yet throughout the document we find the implied argument that while 
the act has been improperly applied by the Commission the real trouble is to be 
found in the existence of the law itself. 

When the report assails the Commission for resting its decisions on what 
it calls “formalistic and ritualistic legalisms,” it is obviously inveighing against 
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the strict application of the law. I may misinterpret the meaning but this 
statement seems to me to be more properly directed toward the Congress. What 
yardstick would they apply if not the law? And what does this smear phrase 
have to do with the question before the committee? Many feel frustrated by 
the law of the land when it interferes with their desires but Anglo-Saxon sys- 
tems of justice are still the best of the lot. One of the chief points the report 
makes seems to be that legalisms are applied. Yet it does not suggest just how 
Commission business could be conducted if the law is abandoned. To me it sug- 
gests a substitution of the whims of men for a rule of law. 

As a further illustration of what I mean I call attention to the comment on 
page 66 of the report (see appendix, p. 285) about one of the cases given passing 
attention. It is very obviously brought in as support for the assertion that the 
Commission has acted in a discriminatory manner. It appears that the examiner 
had permitted use of certain abstracts of claimed shipments in the applicant’s 
case. The proposed report and order was reversed. The reversal order pointed 
out that the applicant had failed to produce the original documents from which 
the abstract (list) of shipments had been made up and that the general rule of 
evidence required the production of the shipping documents themselves so that 
opposing parties might be able to examine witnesses properly. This report to 
this committee calls this a “technicality” and then says that the Commission 
“ignored” the abstract of shipments and found that the rights had been dormant 
and therefore no longer alive and capable of being transferred. 

It is such comments (and this is presented here as typical of the whole 
report) as this which impels me to point out the danger of anyone trying to 
evaluate things in a field with which he is not familiar. Lawyers know that 
our rules of evidence have been the end product of centuries of trial and error— 
of experience. The report here sees only the fact that a list of shipments was 
presented and that the Commission refused to consider such evidence in view 
of the applicant’s refusal to produce the original papers from which the list 
was prepared. Behind this rule lies the sure knowledge that unless the original 
papers are produced there is a strong likelihood that they never existed. The 
report is impatient with the Commission because it applied what it calls a 
“technicality”—because it used a “ritualistic legalism.” 

It is of such stuff that the whole report is composed. But even then it is 
plainly evident that the many documents in the case files have not been read, 
No attorney worth his salt would dare comment on a case and suggest its full 
meaning unless he explored all the background facts. It appears to me that these 
cases have been listed in the report without a full study of the transcript, the 
briefs, the exceptions, the petitions for reconsideration, the replies, and the ex- 
hibits. Unless one has a rather full knowledge of what is in those documents he 
is in no very good position to compare one case with another. Lawyers know 
that it is a rare thing to find a case on “all fours” with another. Yet, the differ- 
ence of a single fact can distinguish one case from another. When the report 
suggests that the Commission has followed one line in deciding cases involving 
“giants” and another for the rest, it advances nothing in support except conclu- 
sions founded on the sketchy kind of analysis suggested above. It accuses the 
Commission of favoritism with nothing in support except a few comparisons of 
cases, but without citing the things we need to know before we can agree that the 
comparison is proper. 

Nor is this all. A great many of the citations are from dissenting opinions. 
While interesting as a statement of a member’s beliefs, these do not have any- 
thing to do with the Commission actions. These dissents seem to be cited as 
support for the authors’ theory, not as evidence of Commission decisions. 

Now, of course, the chief point the report labors to establish is that there is an 
enormous growth of consolidations and that this growth is per se a bad thing. 
I submit that the cases cited do not establish these points, even if we accept the 
authors’ evaluation of them. But the real fault lies in the fact that the sample 
used is not representative and certainly not a fair and complete one. We divide 
the argument the report advances into two parts. First, it gives some claimed 
facts about the number of such cases and, second, it tries to show that the results 
have been against the public interest. 

While there have been some consolidations approved, the total number has 
been relatively small, as even the report admits; and, from a statistical stand- 
point, we find that a large percentage has been of small carriers. These have 
sought to combine for many reasons, but chiefly to enable them to meet the con- 
stantly rising labor costs. Many carriers today are doing no more than break 
even, and combining can many times bring economies of sufficient size to make 
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the operation profitable. The report seeks to leave the impression that all the 
consolidations have been for the purpose of letting some “giant” grow even 
larger, When such is not the case. 

In making their argument the authors imply that the figures on revenue proves 
their point. They fail to note that inflation alone accounts for much of the 
increase. Nor do they note that the opening of new industries and growth of 
others may account for the increases they mention. And they do not mention 
that many of the carriers they name have extended their operations by another 
means—by securing extensions of their routes or rights through convenience and 
necessity applications. The mere fact that there may have been a revenue in- 
crease proves nothing as to the effect of consolidations. 

The report, in its 41 conclusions, goes far afield on no more than a “content” 
analysis of a handful of cases. It makes the flat assertion that “concentration 
is increasing’—that this is through “mergers”—and that “largest carriers fare 
best in getting merger approvals.” It uses such words and phrases as “commis- 
sion indifference,” “favorable treatment,” “little consistency,’ and others just 
as harsh and unfair. After 30 years of practice with and before the Commis- 
sion, I believe I am in a position to dispute these conclusions. While it is always 
possible to show some inconsistency in the actions of any body, it does not prove 
that the actions were the result of ignorance, indifference, or unfairness. After 
all, there has been many changes in the makeup of the Commission. I have tried 
cases before so many who no longer sit, I have lost count. There must be some 
shift in emphasis when this fact exists: all men do not approach a problem in the 
same light. Even economists do not agree as to the cause or cure for many of 
today’s problems. I suspect the authors are decidedly in the minority on many 
subjects. 

When the Motor Carrier Act was before the Congress it was constantly em- 
phasized that the chaotie conditions in the rail industry prior to the enactment 
of the ICC statute were being reproduced in the motor-carrier field. This new 
industry was given the status of a public utility because it was believed that 
the public interest could be best served by so doing. It is important to remember 
this because much of the argument in the report inveighs against the basic 
reasons for the motor-carrier legislation, not against its administration. 

The philosophy behind public regulation for public utilities has always been 
that a regulated monopoly or semimonopoly should be substituted for unregulated 
competition in order that the public may be better served. No one quarrels more 
than I do with governmental interference with business but the Congress has 
decreed that this motor-carrier industry must devote itself to service for the 
public, and that a semimonopoly will better bring this about. At the same time 
it set up a “grandfather” right in literally thousands of carriers. Competition 
today is probably as fierce as it was the day the statute went into effect. This 
I know at first hand, not by studying a few cases. The Commission has per- 
mitted some consolidations but at the same time it has granted thousands of 
new applications in just about every field, much more indeed than some of us 
think necessary. But the plain fact is that the years have not reduced the 
competition when we view the entire picture. 

I challenge anyone to show where authorized mergers have left communities 
without competitive motor-carrier service. Yet if the report is to have any 
meaning whatever it must be aimed at convincing that Commission policies 
in this field have resulted in setting up a monopoly with some “giant” bene- 
fiting. No instance is cited for the very good reason that the report did not 
dig that deep. It is easy to generalize and to draw conclusions from a partial 
picture but when legislative action is being considered we should look beyond 
the surface facts. While the objective of the Motor Carrier Act was to produce 
a regulated semimonopoly, it has not so operated because the total number of 
carriers has not actually been significantly reduced. In fact there has been an 
increase which has not been taken into account because not enough of the field 
was investigated. Many have been removed from Commission jurisdiction by 
amendments exempting whole classes. These should be counted in any com- 
parison of totals. And the extension cases should also be included. Lastly 
the grant of rights by State commissions has been overlooked, yet literally thou- 
sands of carriers have entered the interstate commerce field by obtaining State 
certificates and contract permits. 

On page 7 of the report (see appendix, p. 221) the flat assertion is made that 
no evidence is present to prove that a regulated monopoly can better serve the 
public interest. It would seem that the authors are looking to Commission deci- 
sions for this evidence whereas they should be considering the evidence produced 
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before the Congress while the act was being considered. Having appeared before 
the committees I know that there was much evidence on this point. The Com- 
mission is under legislative direction to do exactly what the report decries. It 
should not be criticized for doing that which it is compelied to by law. 

There is one point the report seems to be making by indirection—it appears 
that the authors believe mere size to be criminal. The largest motor carrier is 
a pygmy beside almost any railroad. Motor carriers are in competition with the 
rails. It would be easy to argue that therefore motor carriers should be allowed 
to grow to a size comparable with rails—indeed the report forces that as a 
necessary conclusion, because it seems to be saying that the mergers of large 
motor carriers will strangle the little fellows in this field. It seems to be 
saying that the small cannot compete with the large and that therefore the 
creation of large carriers should be prevented. But does this not imply that 
either the rails should be cut down to size or the motor carriers permitted to 
grow? Actually this illustrates the fallacy in their whole argument. 

But there is another inconsistency in their argument. They imply that un- 
restrained competition should be promoted. Obviously this calls for repeal of 
the regulatory statutes. If that be done then the consolidations they do not like 
would be possible without restraint, yet they are objecting to the Commission’s 
actions in letting some of the applications for mergers go through. 

And it would not be the “result of the active promotion by the Interstate 
Commerce Commission.” 

As a lawyer I am distressed by the very evident lack of understanding of the 
rules of evidence and the law. Comparison of Commission decisions is not 
something that can be done fairly without a good grounding in these subjects. 
Comparing cases without going all the way back to the record and then tracing 
the litigation through all the succeeding steps usually is about as productive as 
trying to compare a peach with an apple. As a final example I call attention to 
pages 14 and 15 (see appendix, p. 229) where, in paragraph 39, the report 
deals with a specific case. The authors complain about the denial of a purchase 
application and say this was done “despite much evidence in the record that 
acquisition of such rights would eliminate circuitous routing and the necessity 
of interline shipments.” They seem to be saying that this one element in their 
judgment should outweigh all else. No other fact seems worthy of their con- 
sideration, yet they list this case as one of the horrible examples of denial of 
justice to a small carrier. Of course the applicant might have benefited by 
approval but that does not prove that it was necessarily in the public interest. 
Nor does it prove that the unmentioned factors were of no moment. Their selec- 
tion of this one fact merely proves that they would accord it decisive weight, 
and that they differ with the Commission’s judgment. 

It is of such stuff that the support for their argument about unfairness to 
small carriers is built. With such material they construct the argument 
that the small carriers should be permitted to buy and sell—and that they have 
not been allowed to do. They would have the Commission adopt a hard and 
fast policy of granting applications of the little carriers and denying those of 
the larger ones—at least to see to it that statistically as many favorable ac- 
tions are taken for the smaller applicants as for the larger. This is not spelled 
out in plain language but if they mean anything this is their point—or that there 
should be no law. 

Lastly, I gather from the report the impression that they feel it the duty of the 
Commission to establish some fixed policy on mergers and to then hew to the 
line regardless. The fact that the Commission can only operate within the 
limits laid down by the Congress seems not important to them. I submit the 
Commission has no business making policy—that is the duty of Congress. Nor 
has the Commission any business establishing a policy of either granting or 
denying applications without regard for the facts in each case or to set up a 
goal to be reached at all costs such as some fixed percentage of grants for 
small and either the same or another percentage for the so-called large ones. 
Any fair appraisal of the report compels the conclusion that something of this 
kind is the unexpressed wish of the authors. 

Now, of course, if the mergers have been what is claimed there should be a 
noticeable lessening of the number of small carriers. Cold facts disclose this 
not to be true. And if the mergers have had a bad effect on competition then 
it should be easy to show that carriers competing with the “giants” have been 
forced out of business. This cannot be done because it is not true. Yet, unless 
the suggested effects can be shown their argument is without point. That is, 
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unless they are merely using this sort of attack to convince that mere size is 
wrong. 

Special reference is made to the household carriers. Having had a great deal 
of experience in that field along with others, I would suggest that a count be 
made of the number of carriers now holding ICC authority. It is a very large 
figure. And even that total does not disclose the additional thousands holding 
State certificates only yet authorized to handle interstate commerce. The field 
is pretty well occupied and many think there are far too many. The same is 
true in many other directions. It is my judgment that shrinkage in the total 
number of carriers will come about through bankruptcy brought on by an over- 
crowding of the field. I found that had been the case prior to enactment of the 
regulatory statutes in Michigan in 1931 and 193838. This fact was fully devel- 
oped in testimony before Senate and House committees considering the Federal 
proposals. This is not to say that I see such about to happen but it is true that 
many carriers today are pretty close to the red ink just because too many are 
trying to serve between certain points. Mergers have been forced by such fac 
tors rather than Commission decisions. 


Senator ScHoE PPEL. The point Iam making is: I think a lot of these 


people never anticipated that this report at this stage of the game 
would he p ubliciz ized or distributed. Since it has been distributed ] 
understand several thousands copies have gone out. I don’t know if it 


is true or not. 

The CHarrman. Oh, I am sure that is not true. We can have 
printed only a limited number under committee print. 

Senator Scnorppet. Somebody indicated to me that there are 2,000 
printed. Whether that is true or not, I don’t know. 

The Cuanman. Mr. Stults, how many copies of the report have 
been printed ¢ 

Mr. Srurts. One thousand copies. 

The Charman. Only the committee print / 

Mr. Sruurs. Yes, sir. There was not a single ¢ opy distributed out- 
side of those to you and to the Commission until the day of the hear- 
ing. Nota single member of the press or anyone else vot a copy until 
Monday morning, July 1, with the exception of the Commission and 
our Senators. That was released simultaneously on July 1 with the 
statement of Commissioner Clarke. 

The Cuairnman. Now you say “released.” Released to the press. 
But what about distribution of these through the mail 4 

Mr. Sruits. We have distributed them only to people who have 
called oP and asked for them. 

The CuatrmMan. ‘To what extent would you estimate / 

Mr. Sruvrs. I would estimate four or five hundred copies have been 
distributed. 

Senator ScuorrreL. The letter indicated to me that 2,000 copies 
have been distributed. 

The CuarrMan. Under the rules of the Senate, a thousand is the 
limit; isn’t it ¢ 

Mr. Srutrs. I don’t know what the limit is. This is all we ordered, 
because we knew we would be having revisions. Secondly, I might say 
that a great deal of the furor came : “about long before this report was 
even printed up in final form. 

The CHarrmMan. It was in mimeographed form ? 

Mr. Stunts. No, sir; it was still in galley proof. The only places 
where proofs had gone, again, were to members of our committee and 
to the Commission. Long before we had it printed up, Senator Morse 
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indicated that he had gotten inquiries from the trucking association in 
his State; Senator Kuchel had gotten letters long before we distributed 
the page proof even to our members. I don’t know how it got publicity 
at that time, but we thought we had close control of that. 

Senator ScHoEpre.. 1 don’t know, either, because it has been too 
heavy for me to be satisfied. With the situation as it is, I thought it 
would be helpful to have this matter in the record. 

Dr. Apams. Senator, may I indicate very humbly that I, too, have 
received some mail on this report, so far all of it ¢ omplimentary ? 

Senator ScHorrret. Mine has been critical. I will be honest with 
you. I think a lot of it constructively critical with reference to the 
implications they think the report carries. It is with that in mind that 
Tam going to offer some of that correspondence, some of the telegrams, 
where they make specific references to some changes and errors as they 
see them. 

Now, then, if we can get on. 

Are you in favor of the policy of limiting the market, wherein the 
small trucker disposes of his oe by disapproving all or sub- 
stantially all purchases by the “giants” 

Dr. Apams. Senator, that question carries an implication that the 
little fellow can sell out only to a “giant.” 

Senator Scuorrren. I didn’t so intend it. 

Dr. Apams. Then there isno problem. I think, certainly, the little 
fellow who wants to sell out should be permitted to do so. My stand- 
ard is: What is the effect of an acquisition on concentration in the 
industry? We did not strive to examine the motives for mergers or 
anything of that sort. 

Let me point out that some of the “giant” mergers negotiated be- 
tween 1950 and 1956 were not motivated by the little fellows trying to 
sell out to the “giants.” You have some mergers of very large and 
very profitable companies. I think there is little occasion to feel con- 
cerned over the small-business man’s finding a market for his rights. 

Senator ScHorpret. Now, is my undertsanding correct that your 
view is that the present nationwide system of household- goods carriers 
should be broken up by the Commission, precluding p: irticipation by 
hundreds of small truckers, as agents in each of these systems ? 

The reason I ask that question is that I have several communications 
asking us that question. 

Dr. Apams. I say to you very frankly, that nowhere in the report do 
we advocate that the nationwide van lines be broken up. All we are 
saying is that, if nationwide rights are good for Allied and United 
Van Lines, and North American Van Lines, why does the Commission 
turn down a little company, a smaller company, that is trying to 
attain broader rights? If nationwide rights or large rights are good 
for the big guys, then they are good for the small guys, too. But the 
Commission has not seen it that way. 

For example: Senator Thye, this is in your area. Here is little 
Ballard & Skellet up in Minneapolis. They are trying to merge. 
They say, “We want to sell some of our rights. W e realize that this 

may increase the competition we are subject to.” The Commission 
says, “No.” 

Now, why? If interlining is a good thing for the big fellow, then 
interlining is a good thing for the small fellow. 
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All we are saying in this report is that the Commission has been 
inconsistent in the applic ation of standards. 

Senator Ture. At that point, I would like to interject this: Ballard 
& Skellet is one of the oldest firms of Minneapolis and St. Paul. They 
were in business with dray horses, and they have good warehouses 
and they are good businessmen, the very best we have. I have known 
both the gentlemen for years. If they should submit an application 
for consolidation, then I would s: ay that it should be considered seri- 
ously, because they are a very fine, outstanding organization, both in 
warehousing and in transportation. 

Dr. Apams. We agree with that, Senator Thye, and the report raises 
the question of why the Ballard & Skellet application wasn’t approved. 

Senator Tuyr. What page are you looking at there? 

Dr. Apams. The Ballard & Skellet case is discussed on pages 137 to 
142 (see appendix, pp. 366 to 371). 

Now, here again, this is just one of the applications in the household- 
moving field. 

I say to you, very respectfully, Senator Schoeppel, that we do not 
recommend the breakup of the “giant” vanlines. All we are saying is, 
if nationwide rights are such a wonderful thing for Allied and United, 
why don’t you give some of those nationwide rights to the smaller 
carriers, too? 

We have a compilation here, Senator. In the household-moving 
field, exclusively, for the period of our study, Commission reception 
of merger applications on the whole was favorable. It approved 40 
out of 58 in which decisions were made, or an approv al rate of approxi- 
mately 69 percent. Merger applications of the “giant” carriers fared 
much better than did those of the smaller carriers. An extremely 
high percentage—89.7 percent of the applications by “giants”—re- 
ceived Commission approval, That is in the household-moving field. 
In contrast, the Commission approved only 48.3 percent, or less than 
half of the applic ations of smaller household movers. 

Senator Scuorpret. You will concede, though, Doctor, that first it 
comes in by petition application, and, after hearing and going into 
the matter, the Commission would, obviously, have at their command 
what the facts are, what the public policy effect might be, or the public 
interest effect might be, and, obviously, there are many of those appli- 

cations where it would be to the public interest to have a proper merger. 
But that has to be a discretionary decision under the law, left to the 
discretion of an organization or an agency such as Interstate Commerce 
Commission. You agree to that, now, don’t you? 

Dr. Apams. You are not saying, now, that a commission is always 
night ¢ 

Senator Scnuorrren. No; and neither do I say that the courts are 
always right. We have reversed courts. Some of them, I thought 
when I was advocate, ought to be reversed; some of them ought not. 
That is the way we do things in this country. But I want them 
orderly and I don’t want to condemn them because they make a de- 
cision once in awhile that hits me in the midriff, or my clients. 

Dr. Anas. I have no clients in this field. Hendry & Adams only 
serve the public interest. We owe our duty only to the public; not to 
anyone else. 

Senator Scrorpret. I shall concede to that. I owe a duty and re- 
sponsibility as a United States Senator to an agency, a creation of the 
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Congress, to see that it is kept in position where it serves the public 
interest. When I think and feel what is in a reflected report is a little 
more critical, and when I would like to have a little more additional 
information on what that is based on, I think it is helpful all around. 

Dr. Apams. I think a little additional information is always 
helpful. 

Senator ScnorppeL. I think you made the statement that 8,000 firms 
“were forced out of the industry between 1940 and 1945.” Do you 
concede that the maximum number under these which could be attrib- 
uted to approval under section 5 would not exceed 3,000? If you are 
not ready to answer that, I wish you would check that phase of the 
thing. I think you are going to find that it is not. 

Dr. Apams. I'll say to you that the number of firms lost as a result 
of merger is broader than the number of merger applications and 
merger approvals may indicate. For example, many merger applica- 
tions may involve a combination between more than two companies, 
Very often you have a whole string of companies. 

Secondly, if you approve a given merger, say a very large merger 
between two large companies, and you put the combination in an ex- 
tremely favorable competitive position, this will apply pressure on 
the little guy and may force him to the wall. That is, if the big fellow 
gets opportunities that the little fellow doesn’t get, obv iously they are 
not going to fight on an equal basis. That is going to result in some 
of those 8,000 disappearances noted in the record. This is 30 percent 
of the industry, mind you, Senator. That is considerable. 

Senator ScHorpre.. The next point I want to make is: I think your 
statement says that the total number of carriers declined steadily and 
that 8,000 businesses—mostly small businesses—or roughly 30 percent, 
were forced out between 1940 and 1945. What I would like to point 
out in the interest of accuracy and objectivity is that that actually took 
place in 1 year—1941. I think that is shown in table XIII or XIV. 
Table XIII it is. (See appendix, p. 255.) Roughly, 5,550 disappeared 
during the war years. We had men being called into the service; cars 
were hard to get; trucks were hard to get; gasoline was rationed. 
That had no connection with mergers. That is the point I wanted to 
make. I think in the interest of fairness that should have been pointed 
out. I think it should be pointed out here. 

Dr. Apams. We do not say that the substantial decline in the num- 
ber of firms is exclusively attributable to mergers. All we are saying 
is, and these are the Commission’s figures: In 1939, you had 26,167 
class I, I, and III motor carriers. In 1954 you hi ad 18,160. Obvi- 
ously there are many factors involved. But mergers are one. 

Senator ScHorrreL. But the point I am getting now, to be vt 
tive, is what the report doesn’t show with reference to this one yea 
that war period, that really kind of hurts and doesn’t put it in the 
proper perspective here. I think that is helpful in interpreting that 
report when we take the war years and the war figures in there. I do 
not think the Interstate Commerce Commission should be left in a 
position where it seems, when the bulk of those came in in 1 year under 
abnormal world conditions, that it was by some activity or pushing on 
the part of the Commission. I think those natural causes that fol- 
lowed the war-period restrictions—it is helpful to have it pointed out. 

Mr. Srutts. Incidentally, Senator Schoeppel, the number went up 
during the Korean war, 1950 and 1951, so war is certainly only one 
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factor. If it spurs economic activity, you might expect more people 
to go into business. 

Senator Scuorpren. I have m: uny acquaintances in Kansas. Dur- 
ing that time and before then I was Governor of my State. We 
turned all of our files over to the State historical soc iety. One of those 
series of volumes of files was tremendous. It was requests coming in 
from my State for the State to intercede with governmental authori- 
ties to get tires and trucks and all of those things. It made quite an 
impact on the economy of our country. It natur rally is reflected here. 

Dr. Apams. Senator, look at the table you referred to on page 40 
(see appendix, p. 255). If you take the postwar years, this is still a 
substantial percentage decline. If you take the first postwar year, 
1946, we have 21,118. By 1954, over a period of 8 years, you will note 
the disappearance of roughly 3,000 carriers. Now, this is a substantial 
amount, and this was not explained by a shortage of tires or gasoline 

or envi | like that. 

You see, Senator, if trucking were a free industry, if the competi- 
tive market. were to determine who succeeds and who ft ails, that would 
be one thing. Then this disappearance perhaps could be taken with 
equanimity; but this is a regulated industry. What happens 1 in this 
industry is largely determined by the policy of this Commission. 

Senator Scnorrren. Well, the other day in my office—goodness 
knows, all Congressmen and Senators can’t follow everything that 
comes in. But there are certain periodicals we try to follow. Busi- 
ness Week is one of them. Business Week of June 22, 1957, had an 
interesting article on pages 168 and 169, headed “Not Only the Trucks 
Are Swe ling to King Size.” I would like to read just a couple of 
paragraphs of that. 

With bank statements and business records in their briefcases, a hundred or 
more businessmen, most of them aging and a little anxious, have filed through 
the doors of the headquarters of Consolidated Freightways, Inc., at Menlo 
Park, Calif., these last few years. In each case, their business with the com- 
pany, the Nation’s third largest common-carrier trucker, has been the same. 

They have come to seek deals by which Consolidated would buy and merge into 
its operations the trucking companies that they and their families have built up 
and run for the last 25 or 30 years. Consolidated, fast expanding its trucking 
system, has signed acquisition agreements with many of them. 

With the permission of the acting chairman here, I want to put 
pertinent parts of this article in, which so points up one phase of this 
thing. Naturally, as it pertains to the passing era, this is what it 
says: 

The first change marks the end of a generation in trucking. Thousands of 
mergers and acquisitions have taken place in the last decade. Nobody knows 
for sure just how high the total is, but it’s probably more than 8,000. Many 
that have taken place during the last half of that decade have been prompted 
solely by inheritance-tax laws. 

I happen to be a lawyer by profession. Now, I am a United States 
Senator. My law firm has had many a man walk into our tax depart- 
ment that had trucking concerns and other related concerns and say, 
“I am getting to the point where I have to watch out for what is going 
to happen when I pass on. 

Here is an article that saliently and, I think, very splendidly points 
that up: 

Many that have taken place during the last half of that decade have been 
prompted solely by inheritance-tax laws. 

95504—57——12 
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The men who, with $500 stakes, set up small trucking outfits in depression 
days and watched them grow through war and postwar prosperity until their 
stakes multiplied a thousandfold, have sold out to spare their families and 
businesses from the sharp bites of the estate-tax collectors. 


The split industry is pointed out here. That is one of the factors 
that is in here, and, frankly, Doctor, I don’t think we can charge the 
Commission’s activity with some of these. 

Dr. Apams. We can charge the Commission with this, Senator: 
I do not dispute the right of these little fellows to sell out or the 
desirability of their selling out, but why, when the small carrier 
wants to make an acquisition of another small carrier, does he not 
seem to meet with success like Allied or PIE? If the small carriers 
want to sell out, why aren’t they allowed to sell out in substantially 
the same volume, or even greater volume, to other small firms ? 

May I suggest, respectfully, Senator, that we put into the record 
the entire article that appears in Business Week ? 

Senator Brste. The chairman has no objection to the entire article 
being incorporated into the record, 

Senator Scuorpren. I would be glad to have it in there, because it 
points out in such an important way what is happening in the in- 
dustry. 

Senator Brete. It will be incorporated in full into the record. 

(The article from Business Week referred to is as follows:) 


[Business Week, June 22, 1957] 
Industries 


Not ONLY THE TRUCKS ARE SWELLING TO KING SIZE 


Fast Shifts in Trucking Industry Make for Fewer, Bigger Lines, Bring First 
Steps Toward Integrated Truck-Rail-Sea-Air System 


With bank statements and business records in their briefcases, a hundred or 
more businessmen, most of them aging and a little anxious, have filed through 
the doors of the headquarters of Consolidated Freightways, Inc., at Menlo Park, 
Calif., these last few years. In each case, their business with the company, the 
Nation’s third largest common carrier trucker, has been the same. 

They have come to seek deals by which Consolidated would buy and merge 
into its operations the trucking companies that they and their families have 
built up and run for the last 25 or 30 years. Consolidated, fast expanding its 
trucking system, has signed acquisition agreements with many of them. 

Across the Nation, in Miami, Fla., James A. Ryder, head of Great South- 
ern Trucking Co., and of its parent, Ryder System, Inc., has already added to 
his carrier operations a truck-renting system and a bulk cargo and trailer- 
carrying ship in service between Florida and Puerto Rico. Sometime—a year or 
two hence—he wants to add an air freight line to his transportation business. 

Growing up.—These 2 moves in 2 widely separated companies are clues to 
major shifts going on inside the trucking industry. Born in the depression, 
reared in wartime, it is growing in prosperity into a form of maturity. 

The two chief signs of this are: (1) the consolidations and mergers that are 
speeding the growth of the larger truckers; and (2) the testing of a new con- 
cept in the industry, a concept that causes truckers to see their business less as 
an industry in itself, more as a part of the whole transportation industry. 

Passing era.—The first change marks the end of a generation in trucking. 
Thousands of mergers and acquisitions have taken place in the last decade. 
Nobody knows for sure just how high the total is, but it’s probably more than 
8,000. Many that have taken place during the last half of that decade have 
been prompted solely by inheritance tax laws. The men who, with $500 stakes, 
set up small trucking outfits in depression days and watched them grow 
through war and postwar prosperity until their stakes multiplied a thousand- 
fold have sold out to spare their families and businesses from the sharp bites 
of the estate-tax collectors. 
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Others, more recently, have been prompted to sell by the disappearance of 
easy credit. Too small to interest the bankers, too large to remain profitable 
without continuing growth, their trucking operations seemed to them a waste of 
time and effort, especially when other fields opened where they could look for 
faster gains. So they, too, have sold their interests. 

New idea.—The second major change marks the spread in the trucking indus- 
try of an idea that is also gaining ground slowly in the headquarters of some 
railroads and airfreight lines, a few barge lines and shipping companies, and 
in the offices of the Interstate Commerce Commission. It’s the idea that efficient 
operation of the country’s transport system requires the integration of all the 
different means of moving freight. 

The growth of piggybacking of truck trailers on railroad flatcars (Business 
Week, February 16, 1957, p. 114) is the biggest, most obvious practical result 
of the spread of that concept. And one sign that the concept is still gaining is 
that, under questioning, truckers say more frequently these days, “We’re not out 
to fight the railroads, we’d like to cooperate with them.” Such a comment would 
have been high treason among truckers a couple of years ago. 

Plenty of room.—There’s no dispute that these changes are signs of maturity 
in an industry whose trademark since its beginning has been volatile growth and 
competition. But “maturity” is a relative term. When it’s applied to the truck- 
ing business, it doesn’t mean that the industry is due for a shakeout similar to the 
one that swept through the appliance industry lately, leaving only a dozen or so 
companies in business out of the scores that shared the early postwar market. 

Trucking’s maturity is more kin to the construction industry’s. There, a score 
of large companies lead the bidding for the Nation’s major construction jobs, and 
there’s still plenty of room for thousands of smaller companies to handle local 
jobs. 

Sut because the trucking industry is so fractionized, a set of definitions and 
statistics is necessary before any more generalizations can be made. 

Split industry.—Of the 10 million trucks on United States highways today, 
about 3 million are owned and operated by farmers, and another 514 million are 
operated by private truckers (manufacturers, distributors, stores, and so on). 
None of these truck operators reports his business activities to the Interstate 
Commerce Commission. The freight they haul adds to the ton-mile total for the 
industry, but since they do not operate for revenue, they add nothing to the in- 
dustry’s dollar volume. 

Another 114 million trucks are run on a for-hire basis, but about 1.1 million of 
these haul commodities, mostly agricultural products, that are exempt from 
ICC regulation. 

That leaves 400,000 trucks operated for hire by common and contract carriers, 
whose business is subject to ICC regulation. Common carriers—there are about 
15,000 of them—serve any and all shippers. Contract carriers—they number 
about 2,600—haul specific commodities for 1 or more shippers, but not for the 
general public. 

It’s in these last two categories of truckers that the new maturity and the 
new concept of the industry are spreading—for these are, after all, the only 
truckers who are strictly in the business of transportation. 


I. CHANGING WITH GROWTH 


It has taken these truckers 25 years of struggle, and a high degree of success 
as a group, to reach this stage. 

The greatest numbers of them started their outfits, frequently one-man opera- 
tions, in the early 1930’s. The industry was then under little or no control. 
Rate wars and fierce competition among the truckers, and between them and 
the railroads, flourished more widely than they ever can again. By 1935, the 
fuss they made produced the begininng of Federal control in the form of the 
Motor Carrier Act, regulating for-hire carriers in interstate commerce. 

The following year, the common and contract carriers hauled around 4 billion 
ton-miles of freight. By 1939, as the Nation climbed out of the depression, they 
stepped this up to 16 billion ton-miles. 

The story since then is well known. The Nation’s total freight movement 
has zoomed from 543 billion ton-miles in 1939 to 1,342 billion ton-miles in 1956. 
In the same period, trucks of all kinds have doubled their share of total ton-miles, 
Climbing from about 9 percent of the total in 1939 to about 19 percent of last 
year’s total. The common and contract carriers’ share of the whole freight 
movement has kept pace; it’s up from about 3 percent of the total in 1939 to more 
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than 6 percent now. And although these ICC-regulated truckers produce only 
about one-third of 211 truckers’ share of ton-miles, they collect about $6 billion 
a year in revenues. The railroads’ total freight revenue last year was only $3 
billion more than that, and the reason is that half the tonnage the railroads haul 
is in low-rated bulk commodities whereas the truckers can concentrate on high- 
value freight. 

Today, the leading truckers are multi-million-dollar enterprises. The half- 
dozen largest each has yearly operating revenue of well over $30 million. The 
revenues of the top 3 are each around $50 million. 

Plenty of heat.—But trucking is still a rough-and-tumble business. Costs are 
high, profits are low. Operating ratios—the percentage of revenues consumed 
by expenses—average about 95 percent, leaving littie room for misjudgments in 
management. 

Even the biggest carriers can get into trouble and end the year in the red, or 
close to it. Last year, for instance, Associated Transport, Inc., reported to the 
ICC that on a gross operating revenue of $52.6 miliion—the second highest in the 
industry—it wound up with a net after-tax operating income of $14,000. 

For reasons like these, bankers and investors long shied away from any sig- 
nificant interest in trucking. Not until after World War II was more than one 
trucking company publicly financed. 

New climate.—In the last few years the atmosphere has been changing. The 
fast expansion of the bigger, better managed trucking lines has attracted in- 
vestors. And the lines themselves have been working harder to attract more 
investment, so they can keep their expansion going. Since 1951, some 25 other 
trucking companies have been O. K.’d by underwriters and have sold stock to the 
public. 

Cautious about handling stocks which they still consider for the most part 
speculative, underwriters set stern tests for truckers seeking public financing. 
They won’t often spend time on one whose net after taxes is less than $500,000 a 
year. Only 20 carriers reported making more than that last year. 

Underwriters examine the management closely, too. This is one reason why 
most of the managements of the rapidly expanding trucklines—those battling to 
stay in, or move into the dominant group in the next few years—are losing the 
old aura of cigar-chomping, side-alley businessmen. 

Probably the most extreme example of this trend is Consolidated Freightways’ 
transfer of its management headquarters from its operating center in Portland, 
Oreg., to a ranch-style office in a San Francisco suburb. The reason for the move 
was to bring management closer to the company’s bankers and underwriters in 
San Francisco. 

Such offices, where heavy thinking is done away from the pressures of day-to- 
day operations, are not built just to impress the bankers. In their growth, the 
major trucklines are running head on into the problems of control that affect 
any fast expanding business. 

Researchers.—The Nation’s largest trucker, Pacific Intermountain Express 
Co., has set up a two-man operations research team at its Oakland (Calif.) head- 
quarters. The team’s long-range aim is to build an integrated information sys- 
tem. One of the most pressing projects is to establish an equipment maintenance 
and replacement policy. The researchers suspect the company is overanxious to 
keep its trucks rolling without interruption and could easily spend less on main- 
tenance. 

They’re also trying to work out a profit-and-loss statement for each PIE ter- 
minal, a difficult accounting job. 

Trucks.—These management methods out of the latest textbooks are being 
applied to operations conducted with equipment that, so far as the larger truck- 
lines go, is just as new. 

PIF, for example, spends 95 percent of its equipment-replacement money not 
to get wornout trucks and trailers out of service but to take advantage of the 
newest developments in trailer design and tractor power. It has bought more 
than 1,500 of its 2,189 pieces of line-haul equipment (tractors, trailers, refriger- 
ator vans, and so on) since 1954. 

The greatest pressures behind this high rate of obsolescence are the limi- 
tations imposed by States on trucks’ length, width, and height. The truckers 
struggle to get maximum trailer capacity within those limitations. They have 
scored plenty of success. 

Designs.—In 1944, trailers 35 feet long weighed 13,700 pounds; had a capacity 
of 1,870 cubic feet. Some 40-foot trailers produced last year weigh 7,900 pounds: 
have a capacity of 2,900 cubic feet. Substitution of aluminum for steel brought 
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much of the gain, but not all. Air suspension systems dispensed with the need 
for heavy steel leaf springs. 

Massive, heavy-duty tractors used for long-haul runs have been undergoing 
some of the same changes. One weighing 17,800 pounds and made in 1945 has 
been replaced by a new model weighing 5,300 pounds less. Stepped-up horse- 
power cuts fuel consumption by reducing gear shifting—and to gain the savings 
the larger truckers must replace their lower powered tractors, 


II. PINCHES AND PRESSURES 


Steadily, these advances in management and equipment engineering have 
gained the truckers a larger share of the transportation market. Just as steadily, 
they have helped to drive up the truckers capital costs. 

PIN’s statistics show this clearly. The average cost of trailers it bought 
between 1945 and 1949 was $2,217. Replacements bought in 1952 averaged $4,687 
apiece, in 1955, $8,076 each. Last year, as the company started adding refriger- 
ator vans, the average cost jumped to $10,427. Tractors, which ran to an average 
of $7,000 between 1945 and 1949, last year cost $19,000 apiece. Inflation caused 
part of the rise, but equipment improvements contributed heavily. 

Labor costs are also leaping. In 1950, the average pay for PIE’s 1,500 
employees was $3,769; last year, the company’s 4,000 employees averaged $6,348 
a year. The line’s report to the ICC last year listed 36 officers and executives 
getting $10,000 a year or more—and 43 line-haul drivers who also topped $10,000. 

Doubtful answer.—There’s one immediate answer for truckers confronted with 
leaping costs like these: They can raise their rates. They have done this 
repeatedly in the last 10 years. 

But now the ICC is waving warning flags at the common and contract truckers. 
“Private carriers,” says the Commission, “have advanced relatively more than 
carriers subject to our jurisdiction.” 

Shift—The warning brings echoes from within the industry itself. Says 
James Ryder, head of both Great Southern Trucking Co. and Ryder Truck 
Rental System, Inc.: “Perhaps our truck-leasing service has the greatest future.” 

In his own organization, Ryder has witnessed the shift of some of his cus- 
tomers from clients of his trucking company to clients of his truck-leasing serv- 
ice. Among the latest to shift have been a number of Florida-based manufac- 
turers of aluminum jalousie windows. Last year, Ryder’s own Great Southern 
trucks hauled components from the Midwest to Florida, and took finished windows 
hack to the North. This year, trucks he has leased to the manufacturers are 
doing the hauling jobs. 

Elsewhere comes further confirmation of the trend toward the growing use 
of fleets of private trucks. One recent survey of more than 300. businesses 
showed that two-thirds of them operate their own trucks and more plan to do 
so soon. 

Tax burden.—The common and contract carriers do have one strike against 
them from the start. They must add to their freight bills a 3-percent Federal 
transportation tax, which private carriers do not have to pay. 

Railroad pressure—Competition from the railroads is getting warmer, too. 
For years, railroads have owned trucks to provide auxiliary service. Now the 
rails are taking the emphasis off ‘auxiliary,’ and are seeking to give complete 
truck service to some of their routes. 

Within the next couple of years the core of the dispute between truckers and 
railroads is due to come to a critical point. Today, railroads must get ICC 
approval before they make changes in their rates. For the future, they want 
more freedom. The truckers oppose this fervently, and so does the ICC, on 
the grounds that it. would start rate wars and strain the whole structure of the 
transportation system. 

Credit pinch.—For the smaller truckers, outside competition is one of the 
least of their current troubles. Their chief worry is financing of new equipment. 
Too small to swing a substantial line of credit from a bank these days, they must 
finance much of their equipment purchases through equipment manufacturers’ 
credit organizations. In the pinch on credit, they’re having to pay steep dis- 
counts to get the financing, and many are, in effect, paying 7 or 8 percent for 
their loans. 

To help them, the American Trucking Association are working on a plan for 
a central credit organization that might be able to get bank loans for the smaller 
truckers collectively at a better rate than they can get individually. 
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Of all these problems, the cost squeeze is probably the most pressing. In 
searching for ways around it, some truckers are coming up with that new con- 
cept of their business as a part of the whole transportation industry. 


Ill. LINKS TO A WIDER SYSTEM 


Last year, the big midwestern trucking firm of Riss & Co. signed agreements 
with the Pennsylvania Railroad and Missouri-Kansas-Texas Railroad, linking 
a substantial part of its operations with theirs in piggybacking of trailers by 
flatear. The prime reason for the move was to cut costs. The agreements, says 
President Robert Riss, also went a long way to promote the integrated national 
transportation system that the ICC is trying to foster. 

The agreements seemed to work well at the start. Now the honeymoon is 
over. Says Robert Riss: “Our volume with the railroads is down 25 percent 
from the beginning of this year. We had no sooner got the system working well 
than the railroads started selective rate cutting in virtually all the lines of 
freight that were moved in our piggybacked trailers.” 

Now Riss is putting the company’s main emphasis on trucking lines of freight 
in which it has a major advantage over the railroads—mostly frozen foods. 
For a start, the company has bought 553 new refrigerator trailers in the last 
few months. 

But Riss says he has no intention of abandoning the agreements with the 
railroads. Piggybacking still helps to cut the truckline’s costs, and there’s still 
a chance that cooperation through piggybacking will soften the fight over rates. 

Riss’ troubles with piggybacking agreements haven’t stopped at least a score 
of other truckers—mostly smaller ones—from making similar arrangements 
with railroads. 

Broader fields—In Florida, James Ryder is fighting the truckers’ cost battle 
along broader lines. While expanding his truck-leasing system through acquisi- 
tions northward into Pennsylvania, west into New Mexico, and northwest into 
Colorado, he has been connecting his Great Southern Trucking Co. with other 
means of transportation. 

Two months ago he signed a piggybacking agreement with Florida East Coast 
Railway for movement of trailers by rail between Jacksonville and Miami. It’s 
a 1-year experimental agreement, and under it 8 trailers a day are being hauled 
by flatcar between the 2 cities. His truck-renting service is aiding his trucking 
company’s competition through an agreement leasing trailers and tractors to 
Atlantic Coast Line Railroad. 

A 5,500-ton ship Ryder has chariered is hauling Great Southern trailers back 
and forth between Puerto Rico and Florida, and he is negotiating now to charter 
at least 1 more ship for the same service. He has loose transshipping agree- 
ments with several airfreight carriers, and is negotiating for a closer agreement 
with one of them so he can offer shippers a precisely scheduled, same-day service. 

Stronger links.—Ryder hopes that in a few years he will be able to buy control 
of an airfreight carrier. He believes the present climate at the ICC gives him a 
good chance of winning approval of such a deal. But the big barrier probably 
will be the Civil Aeronautics Board, which has long opposed permitting any 
road or rail carrier to gain control of an air carrier. 

All these are moves that the ICC is trying to foster. It is steadily preaching 
the theme that an efficient transport system requires the integration of truck, 
rail, airfreight, and shipping services. The further this movement goes, it says, 
the more costs are bound to come down. At least some truckers, pinched harder 
by the cost squeeze, are beginning to agree. 


Senator Ture. Doctor, could you specifically refer to some cases 
of applications that were denied, because I think the record would be 
far more intelligent to the reader, and it would be more convincing to 
me, if you could say, “Companies A, B, and C were approved; com- 
panies X, Y, and Z were rejected.” If we did that, I think our record 
would be better. Then, if you stated fleet size of the ones accepted 
and the fleet size of those rejected, that would help. 

Dr. Apams. Senator, that is done throughout the report. If I may 
call your attention to pages 58 to 62 (see ‘appendix, pp. 276-280), we 

talk there about unlawful operations. 

Now, on page 59 (see appendix, p. 277), here was a small carrier that 
tried to get a merger approved by the Commission. The Commission 
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said, “No; we are not going to approve that merger because you have 
consummated it without prior approval by the Commission.” 
Commissioner Mitchell 
Senator Tuyr. What year? 
Dr. Apams. It is the case on page 58. 
In Commissioner Mitchell’s dissent, on page 59 (see appendix, p. 
277), he very clearly says: 





This is a small operation. While I do not approve of the manner in which 
it was carried on, we have approved many larger transactions where certainly 
there was more justification for a denial than there is in this proceeding. I 
would reprimand the parties for the manner in which they carried on these 
transactions and approve the application. 

Then we go on to detail some of the cases where the Commission 
ignored prior unlawful operations. They happen to be substantial 
carriers—North American Van Lines, United Van Lines. 

We made a sample study, which is indicated in footnotes 34 on page 
58, and 39 on page 59 (see appendix, pp. 276 and 277), showing how 
the Commission has ruled on this very issue with respect to sm: ll and 
large carriers. 

Now, we have done the same thing on the issue of dormancy, start- 
ing at page 62 (see appendix, p. 280), showing the treatment on this 
one issue that small carriers have received and that large carriers have 
received. 

In the household-moving field, we have contrasted the Commission’s 
attitude in cases like Allied and United and North American with 
its attitude in, say, the Ballard & Skellet case. Ballard & Skellet was 
turned down. 

Now, throughout, you see, we have done that. We have shown the 
inconsistency of the Commission in applying certain standards. 

Senator ScHorrreL. I want to say, also, in furtherance of this: 
On page 41 (see appendix, p. 257), under the title “Aggregate Concen- 
tration,” the report states: 

The total number of class I, II, and III carriers declined steadily between 1939 
and 1954, the decrease amounting to roughly 30 percent. 

That will be shown in table 13. 

Now, we should not overlook—and I think it is helpful to get into 
this record—that it was on September 18, 1940, that in section 202-C, 
part of the Transportation Act of 1940, the loc: al pickup and delivery 
carriers were excluded from Commission jurisdiction. I think -_ 
that change in the statute took out approximately 3,000 carriers, o 
more. 

I think that is helpful to have in here, to show the impact with 
reference to the change designated in that table. 

Dr. Apams. May I have just one moment, Senator, to answer that? 

Senator ScHorpreE.. Surely. 

Dr. Apams. If I may direct your attention to the table in question, 
on page 40 of our report. (see appendix, p. 255), you will note that the 
source for the numbers of carriers listed in there appears in footnote 1, 
which says: 

From ICC Bureau of Transport Economics and Statistics, statement No. 531, 
January 1953, page 25. 

Our statistics are no better than those the Commission supplied us 
those that appear in official Commission documents, 
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Senator ScHorrrei. The point I want to make, Doctor, is, if such 
matters as a change in the law are not pointed out, then the reader of 
that is not in a position to get from the report what caused the impuct. 
Here is one of the causes for that. 

Dr. Apams. Now, Senator, if, indeed, it is the change in the law— 
and I am not saying that it is—— 

Senator Scuorrret. Frankly, I don’t know, myself; but it could be. 

Dr. Apams. Do you agree, Senator, that if the change in the law 
were responsible for that change in the number of carriers, this should 
have been apparent in the Commission’s own publication, which was 
dated 1953? They didn’t cite it. Why not? 

Senator Scnorrret. The point I am getting at is this: Without crit- 
icizing or saying anything about that, and with reference to your 
report—when I pick it up and go back and wonder about the impact 
of that change, I find there was a law that came in here by act of Con- 
gress which the Commission was bound by, which exempted so many 
thousands. Some place, either in the Commission’s report or in this 
report, that salient, significant change—it would be helpful to have 
it noted. 

Dr. Apams. I agree. The Commission should have pointed that 
out in its official publications if, indeed, this explained the change in 
the number of carriers. 

Senator Scuorrret. I am thinking in terms of this report as taken 
on full faith and credit. We talk about it and say, “Well, it must 
have been taken out by mergers and things like that.” 

I hope my point has been on the constructive side. I think 
would have been helpful if it had been pointed out that a change in 
the law affected so many thousands of these. 

Mr. Sruurs. One thing, Dr. Adams. Would mergers necessarily 
take out a carrier from an enumeration? Would they not still be in, 
if not independent, as a separate entity? That is, you have pointed 
out in some of your other charts that P TE consolidated within its own 
system some others. 

Dr. Apams. May I say that Commission statistics are highly mis- 
leading. These are the official Commission statistics. For ex: ample, 
in the report of all carriers, they will list Pacific Intermountain Ex- 
press separate from West Coast Fast Freight, despite the fact that 
the Commission itself has approved the acquisition of control by PLE 
over West Coast Fast Freight. That is analogous to listing Chevro- 
let and Oldsmobile as if they were separate corporations, and not both 
part of General Motors. 

Senator Scuorrret. In this very thing that you are mentioning 
here now, that you are pointing out, did you or your staff make any 
requests of the Commission to explain these drops or these changes in 
there? 

Dr. Apams. We went to the Commission to investigate the annual 
reports of the hundred largest carriers to see which were under com- 
mon control and which were subsidiaries. That was the only source 
we had. To my knowledge, this is the first attempt at compiling car- 
riers under common control. 

Senator Scuorrret. Would you agree with me that when some of 
these matters come up—of course, this is, as you said, a pioneering 
study. Do you agree with me that it would have been helpful to have 
had some explanation from the Commission, down there, or the proper 
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man in that Department down there, on some of these things? And 
would it be, in the future? Don’t you think it would be, in the 
future? 

Dr. Apvams. We did consult the Commission, and they were very 
helpful in supplying some of this information. But, Senator, just 
this morning I had a discussion with a businessman, a representative 
of a group of businessmen, who said that there is great demand for 
this kind of compilation, because it has never been done before. 

Here is the Commission. It has all the statistics. It should be 
doing this job. Now, it doesn’t make sense for the sake of accuracy 
to list the revenues of Oldsmobile and the revenues of Chevrolet sepa- 
rately. You have to consolidate them under General Motors. 

Or, if you do list them separ: ately, somewhere along the line there 
ought to be an asterisk saying, “Chevrolet, under common control with 
Oldsmobile, both parts of General Motors.” 

Now, is that an unreasonable request? A lot of people depend on 
these statistics. 

Senator ScHorrren. I wouldn’t have an opinion on that. I know 
the Commission is burdened with tremendous dockets. I don’t know 
if it is necessary to do that. But with independent studies, such as 
this, we now see the necessity for a little bit more elaboration, a greater 
explanation in some of the details, because on conclusions which might 
be reached on further breakdown for the factual data, as information 
that might be changed thereby. 

I have always found the Commission most helpful in supply! ing de- 
tailed data that we want for the Interstate and Foreign Commerce 
Committee. It may take a little while to get it, because sometimes our 
requests are pretty involved. 

That is the reason I asked if you and your staff had made further 
requests for some of this dets \iled information that perhaps they had 
in their records, which perhaps they could have supplied to you, which, 
in my judgment, would have been helpful. 

Dr. Apams. We did go to some of their records, as I say, in compiling 
these tables showing carriers under common control. These tables 
are based on Commission data. I have said this repeatedly : The only 
source we have in this study is the Commission. It is their statistics 
we have to rely on, and that is what we used, to the best of our ability. 

Senator Scnorrre,. Now, proceeding further, even though you may 
not consider the activities of small carriers as important as those you 
studied, do you not think, in the interest of complete imps artiality, that 
you should have pointed out that there is in this section 212 (b), which 
you did not study, as I recall, which covers the merger activities of 
most of the industry ¢ 

Would a reader, now, unfamiliar with the Interstate Commerce 
Commission, place it in its proper reference without this reference to 
section 212 (b) ? 

Dr. Apams. The 212 (b) material would be extremely helpful. In 
the revision, I would add an appendix on 212 (b) cases. 

Senator Scnorrren. I think it would be helpful; really and truly 
I do. 

Dr. Anams. But let me add this, if I may: 

Adding the 212 (b) cases will not change the concentration pattern 
one bit, because the impact of concentration has been the same. The 
competitively significant mergers are under section 5. 
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Senator Scuorrret. Would it support your thesis, then, of faster 
growth to omit reference to section 212 (b) ? 

Dr. Apams. There is no question that the largest carriers have 
grown at a faster rate than smaller carriers, and I don’t see how 
anybody can challenge that. You look at the average growth rates 
for the industry as a whole between 1950 and 1955, compare it to the 
growth of “giant” carriers, and you can see that, on the average, the 
“ciants” have grown faster than the little fellows. 

Senator Scuorrret. As I view it in your report here, you were not 
speaking of the size of the transactions, when you say, on pages 3 
and 4 (see appendix, pp. 217-218) : 

Although, numerically, the very largest carriers constitute no more than 2 
percent of all trucking firms, they account for roughly 37 percent of all merger 
applications placed before the Commission between January 1, 1950, and June 
27, 1956. On the average, the very largest firms filed 30 times as many appli- 
cations as the other 98 percent of the carriers in the industry. 

Now, would not the impact of those statements have been largely 
destroyed if you had added that most of the “other 98 percent” placed 
their applications, and more of them, before the Commission under 
section 212 (b) ? : 

Dr. Apams. Senator, we clearly stated at the beginning of this 
report that all we are talking about here is section 5. I have said 
before and I say now, that I think it is desirable to add a breakdown 
of the 212 (b) cases. I think this will be helpful, but it will not 
change the emerging pattern of concentration in this industry. 

Senator Scuorpre.. I think it will change the percentage tremend- 
ously. I may be wrong. 

Dr. Apams. No, sir; not in concentration, because the impact on 
concentration is produced by the mergers approved under section 5, 
the very largest mergers. Those are the ones that have an impact 
on the concentration in this industry. And that concentration has 
increased, I don’t think anyone can deny. 

Mr. Sruuts. Dr. Adams, you will agree with Senator Schoeppel, 
there, that if you take in 212 (b), 30 percent would not be the proper 
percentage of all merger applications. So, if you had all merger 
applications, it would drop that percent ? 

r. Apams. Absolutely. 

Senator Scuorrre,. Now, what merger policy, if any, would you 
favor, Doctor, since you discussed these household movers? Would 
you favor a merger policy which fostered more nationwide carriers, 
and, if so, should the number be limited ? 

Now, if we limited the number, then could it not fairly be said 
that you would be guilty of uneven treatment, which you, I think, 
ascribed to the Commission ? 

Dr. Apams. Your question relates only to household movers? 

Senator Scuorpret. That is right. In other words, if you ap- 

roved too many, could you knock them over without seriously chal- 
enging the established organizations? 

Dr. Apams. Well, we don’t know. [I think the merger policy which 
ought to be pursued in any segment of this industry should, first of 
all, be a consistent merger policy. All applicants coming before 
the Commission should have equal opportunity and equal chance of 
success. I say, if nationwide rights are good for Allied, they are 
good for Howard and they are good for other small carriers. 
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Senator ScHorrren. You took the position earlier, after we started 
out on this hearing—if I recall you correctly, you said that anyone 
who is financially responsible and meets safety regulations should be 
given an opportunity to operate trucks. 

Now, don’t you feel that we have to have a public interest factor 
in there that is to be determined by a Commission in order to keep 
this matter in orderly perspective ? 

Dr. Apams. Now, you are not talking about the report before us, 
but my own views? 

Senator Scuorrret. That is right. 

Dr. Apams. This is nowhere stated in this report. As far as the 
general policy that I would favor, I would say that anybody who is 
fit, willing, and able should be approved unless the Commission can 
show the approval of that application would damage the public in- 
terest. In other words, we ought to follow the basic principles of 
free enterprise, Senator. I want competition to do as much of the 
world’s work as it possibly can. We should not throw the principles 
of free enterprise and competition and the desirability of maintaining 
as many small businesses as we can out the window unless there is a 
clear need for doing so in the public interest. 

Senator ScHorrren. In that very last statement, you would shift 
the emphasis and responsibilities onto the shoulders of the Commis- 
sion ? 

Dr. Apams. Certainly 

Senator ScHorrre,. You couldn’t allow anybody who had the 
money and had the truck and could meet safety requirements to go 
into business; could you? 

Dr. Apams. Under that standard, that is true. But that is not the 
standard that we have. 

Senator Tuyr. At that point, Mr. Chairman, I would like to ask 
a question or two. If, in the event the Commission recognized that 
someone had acquired a few trucks and made an application with the 
specific thought in mind that “We do not care whether we make any 
money here for the first 6 or 8 months, but we do care about getting 
our foot in,” would you support the Commission’s approval of such 
an application? I would term this a spite application in the sense 
that the applicants may have other businesses and they intend to enter 
the trucking business for the purpose of giving some keen competi- 
tion in order to force some rates down. On the other hand, their 
thought may be, “Well, we can get in here and we can give such com- 
petition to others that they might desire to sell out to us, and we can 
force them out of existence.” 

Now, the Commission would have to recognize that kind of competi- 
tion and deal rather rigidly with it; would it not? 

I share the philosophy which you state. I share your convictions 
as stated about free enterprise and competition, and I would always 
uphold the right of clean competition, but I have seen some competi- 
tion that was not totally clean. It is that type of situation which I 
am calling to your attention. If the Commission recognized that this 
was not a case of honest, clean competition, would you uphold the Com- 
mission if they made a ‘decision to approve the application in spite of 
their findings ? 

Dr. Apams. Senator, the antitrust laws have the same orientation. 
The idea is to get fair and clean competition. 
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Senator Tuyr. But the antitrust laws might not be applicable to 
some of this operation. 

Dr. Apams. What the antitrust laws would try to eliminate would 
be predatory competition. I think that is what you are talkin 
about—predatory competition; sharpshooting competition; the kind 
of competition that has monopolistic objectives, that is designed to 
drive competitors out of the market. That kind of competition would 
be banned under the antitrust laws, too, and I don’t think anybody is 
in favor of that. 

I say this, that Commissioner Clarke came before this committee 
and said, “We don’t have enough concentration. We ought to have 
more concentration.” He implied that the big fellows are more effi- 
cient than the little fellows. If that is so, if the big fellows are more 
efficient than the little fellows, then why do they fear an unregulated 
industry? Take the automobile industry. Is General Motors afraid 
of the entry of a newcomer into the automotive business? No. Why? 
Because they have great confidence in their efficiency. 

Senator Tarr. However, I am quite certain they would take a good 
look at the whole situation and keep an eye on it. They wouldn’t go 
away and say, “We need not worry.” They would keep their eye pretty 
well focused on what is happening. 

Dr. Apams. As they should. 

Senator Ture. Absolutely they should. That is American inge- 
nuity, and we don’t want to stifle it. 

Dr. Apams. But in this industry, who is in favor of restricting entry 
into the field? We are not talking about the report, but about my indi- 
vidual views. You will find it is the big trucking companies that are 
afraid of entry into the industry. If they are so much more efficient 
than the little fellows, they would have nothing to worry about. They 
would say, “Let them come in; we'll take care of ourselves. We are 
more efficient than they are and they will go under.” 

I know that you have thought about this matter with relation to 
the Federal Commuications Commission, too. I think this problem 
cuts across many of these regulatory commissions. I think the good 
old-fashioned competitive market place is a pretty good regulating 
agency and we ought to let it do more work than some regulatory 
commissions would now like to see it do. 

Senator Scuorrrei. You state that the Commission had broad 
powers. You state that on page 9 (see appendix, p. 223), and that 
responsibility for regulation rests “squarely with the Commission.” 
Are there limits to the Commission’s powers under section 5 as you 
viewed it, or as your study pointed out, that the Commission’s author- 
ity is permissive only, and it is not free, in a sense, to shape the struc- 
ture of the industry by ordering or compelling unification? It is 
permissive. Do you think that is a good thing? 

Dr. Apams. That the authority of the Commission is permissive ? 

Senator ScHorrre.. Yes. 

Dr. Apams. Oh, yes. I would not want it to be mandatory. I 
would not want the Commission to have the power to compel unifica- 
tion. 

Senator ScnorrreL. Would operation of a segment of an industry 
through many small units place that segment of the industry at a dis- 
advantage in competition with the larger units? 

Dr. Apams. Would you repeat that for me, please, Senator ? 
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Senator ScnorpreLt. Would operation of a segment of an industry 
through many small units place that segment of ‘the industry at a dis- 
advantage in competition with the larger ones? In other words, for 
motor carriers to operate through small units—would that not place 
them at a disadvantage in competition with railroads or other means 
of transportation ? 

Dr. Apams. By no means, Senator. Let me give you a concrete 
example. This is not an academician’s theoriving; this is fact. There 
is one segment that is exempt—the agricultural haulers. They are 
perfectly willing to take their chances without economic regulation 
by the Commission. They have done an excellent job and they are 
transporting an increasingly large percentage of agricultural com- 
modities, which shows that they—and this is a typically small-business 
segment of the industry—that they can stand on their own feet in 
competition, both with regulated trucks and with the railroads. They 
perform a service for the farmer which I am sure you are e acquainted 
with in your State of Kansas. The farmers are enthusiastic about 
the operation of this free segment of the industry, Senator. 

I needn't tell you that it is very rarely that you can get the Farm 
Bureau, the National Farmers Union, the National Council of Farmer 
Cooperatives, the Secretary of Agriculture, and the Attorney General 
to take an identical position. ‘This they have done wi h respect 
to the agricultural exemption. They are all in favor of it, and they 
are fighting for it. It isa good thing. Nobody is complaining about 
that except the people who feel the competition of these little guys, 
who are perfectly capable of fending for themselves, and are doing 
so successfully. I think you will agree with that. 

Senator Scuorrren. But in orderly regulation 

Dr. Apams. There is no regulation. There is no economic regula- 
tion of these agricultural haulers. 

Senator Scuorpren. I say in orderly regulation, where we have a 
segment of them branching over beyond the strictly agricultural haul 
picture, is where we get into some of the diffic ulty. Then the need 
and necessity for some kind of agency arises to keep them within the 
limits. That is what has caused some of the difficulty from the stand- 
point of the bills we have in. I think we have intelligently tried to 
approach that. 

Dr. Apams. That isn’t the question you asked. You asked how will 
the small-business segments of the industry be able to stand up to the 
railroads ? 

Senator Scnorpren. That is true. 

Dr. Apams. Well, in this small-business segment, the hauling of 
agricultural commodities, the boys are doing a superb job. They are 
not afraid of the railroads. The railroads are afraid of them, There 
is more mileage in small business than a lot of cynics are willing to 
admit. I know that the testimony of John Kenneth Galbraith before 
another committee of the Senate yesterday seems to write small busi- 
ness off as a thing of the past. Well, I am a little more conservative 
than that. I think there is a lot of mileage in small business. There 
is a great deal to be said for competition. I think it is a good thing 
and we should not sell it short. 
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Senator Scnorrren.. Did your study give any consideration to intra- 
state commerce as the chief field of the small carrier 


t 
Dr. Apams. No; it did not. | 
Senator ScHorrret. Now, I want to go to another one of your tables 
here. I 
Why does the heading for table VIIT on page 35 (see appendix, t 
p. 250) state that it shows “Total operating revenues of the 25 largest ; 
class I common motor carriers, 1950 to 1955,” when in fact it shows 
only 24 for 1950? ] 
Dr. Apams. I'll call your attention, Senator, to footnote 8 of that 
table which refers to the last two columns of the table where it clearly ; 
says, “Includes only 24 carriers.’ | 
Furthermore, if you will turn the page, the very next table indicates | 


the degree of concentration in this segment of the industry that has 
taken place, largely as a result of common control that was authorized 
by the Commission. You find there in group No. 1 that the 11th 
largest and 12th largest and 27th largest haulers of automobiles are 
under common control; that the 25th and 26th lar gest are under com- 
mon control; that the 13th, 20th, and 24th largest are under common 
control. This is not reflected in the kind of statistics the Commission 
publishes. 

The reason we have only 24 carriers in table VITI is very _— 
We did not have a figure for one carrier for 1950. Hence, it w 
omitted, and the sauder is very clearly warned by footnote 8 that the 
column on the right-hand side 

Senator ScHorrret. Which, if I am correct, the average fellow—he 
should read it, Pll grant that. The emphasis is put in the footnote, of 
course. 

Dr. Apams. The emphasis is not on this table at all. It is on the 
following table, table IX. That is ~~ significant one. That shows 
the concentration that is taking plac 

Senator Scnorrren. If I read baie, it shows the total —— 
revenues of the 25 largest class I common motor carriers, 1950 to 1955 
However, now, if only 24 carriers are listed for 1950, obviously 2 o5 
carriers in 1955 would have a larger percentage of the total revenue 
than would 24 in 1950. 

Now, the way I look at it, if we had made a fair comparison of 24 
with 24, the result would have been just the opposite. In other words, 
the correct comparison would show a decrease, probably, of 1 percent. 

Dr. Apams. May I point to page 34 of the report (see appendix, 
p. 249), Senator? The section on automobile carriers. 

Senator Scuorppet. I have it. 

Dr. Apams. We say there, after talking about table VIIT: 

Here, again, as in the case of the general freight haulers, a superficial inspec- 


tion of the data may lead to the erroneous impression that concentration had 
declined. 





Weare not saying in that table that concentration has increased. 
Then we continue: 





an impression which a study of table IX should quickly correct. 


You will find the common-control situations are set forth in table 
IX. There is no intent in the text or in the tables to mislead the reader 
inany way. I don’t think this is what you are s: aying; is it? 

Senator Scuorpren. No. 
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Mr. Sruurs. You said “decline” there. Why? Because you ex- 
tracted one carrier; is that right? Just reading the table, it says 70 
ercent in 1955, and 68 
Dr. Apams. That was part of the reason, Mr. Stults. If I may 
point out, if you compare “Commercial Carriers,” the very first one on 
the list, you will find that its percentage had gone down from 10.8 to 

5.9, if we take only “Commercial Carriers” into account. 

But then you turn the page and you see that the situation may not 
be as described in table VIII. Table VIII does not tell the whole 
story. In other words, table VIII would be analogous to listing Olds- 
mobile and Chevrolet as separate companies, There would be no indi- 

cation, reading this listing as we got it from the Commission, that 
some of these carriers are under common control. We tried to indicate 
the extent of common control in table IX. 

Senator Scuorrret. The way I read it, as I came back through the 
analysis, I said, “All right, if you take 24 over against 24, you ‘would 
come out with a pere entage decrease, which, to the reader at that stage, 
he would have had the pic cture.” But the way it is, he gets an erroneous 
picture, and he’ll have to dig back and make the analysis. 

Dr. Apams. A moment ago you agreed, if he read the text, he does 
not get that erroneous impression. 

Senator ScHorpret. Now, in reading the transcript, I note that in 
your reply to Senator Thye, I think on July 1, I wonder if I correctly 
understood you to state that this report de alt only with mergers and 
consolidations? If this is so, would you explain how you separated 
the mergers and consolidation revenues from the total revenues shown 
throughout the report / 

Dr. Apams. Well, this study, as the title indicates, dealt with truck- 
ing mergers, concentration, and small business: An ¢ ‘analysis of Inter- 
state Commerce Commission policy from 1950 to 1956. We looked at 
the merger pattern; we looked at the concentration pattern, and we 
tried to examine the Commission policy with respect to various merger 
applications. That is what we did. 

Senator Scnorrren. Well, I am still wondering, how do you explain 
how you separate the merger and consolidation revenues there from 
the total revenues ? 

Dr. Apams. Well, that almost is impossible to do. You will agree, 
Senator, that mergers are one factor making for concentration in an 
industry ; isn’t that right ? 

Senator Scnorrrer. It could have that effect. 

Dr. Apams. That is all we are saying. We are juxtaposing the 
merger picture with the concentration piaiare: 

Senator ScHorrreL. Now, on page 17, paragraph 2 (see appendix, 

231), accepting for the moment your Seen for ignoring section 
319 (b) mergers, I would like to ask you if it is not a fact th: at mer gers 
under that section reduced the number of carriers and thereby reduced 
the effect of your major concentration. Would you agree with that? 

Dr. Apams. Despite the reduction in number of carriers, you will 
find that the larger carriers are gaining an increasing share of the 
industry. That is the significant ‘thing ‘there e, and the concentration 
ratios show that. 

Senator Scnorrren. Well, it would reduce, in your judgment, then, 
the number of carriers, and it would affect your measure of concentra- 
tion; would it not ? 
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Dr. Apams. Well, I don’t think the two are necessarily related. You 
have two things happening here. There is a decline in the number of 
companies. At the same time, an increasing share of what remains 
goes to the larger carriers. 

Now, the Commission has taken the view that this is a matter of sub- 
traction. Itisn’tatall. Itisa matter of concentration. If it is simply 
a matter of subtraction, the remaining portion of the industry could 
still be distributed as it was prior to these mergers. But what we find 
here is that, after the mergers have taken place, the larger carriers 
somehow seem to come out with the larger percentage share of the total 
revenues. That is the significant thing. 

Senator Scnorpren. At page 18, table I, and page 17, paragraph 3 
(see appendix, pp. 231-232), in a statement by yourself and Dr. 
Hendry, which accompanied the report issued by the Small Business 
Committee, it is stated at page 3: 

The brisk rate of merger applications, in itself, seems verification of the state- 
ment that the “merger climate’ is good; otherwise, many of these applications 
would not have been filed. 

Now, the question I would like to ask you is: What tests were made 
by you to determine if there was any other cause for the trend in 
merger applications? Would you have any other than what was 
pointed out in the Business Week article? 

Dr. ApAms. Well, the statement was by a member of the industry, 
who ought to know what is going on—he is a member of Pacific Inter- 
mountain Express, and we quote him on page 1 (see appendix, p. 215) . 

Senator Scuorrret. Did you or did your staff make any tests on 
that ? 

Dr. Apams. No; these are the statements you find in all the trade 
publications that the merger climate seems to be favorable down 
in Washington. 

Here you find in the very Business Week article you quoted, the 
following statement : 


Ryder hopes that in a few years he will be able to buy control of an airfreight 
earrier. He believes the present climate at the ICC gives him a good chance 
of winning approval of such a deal. 


(A letter from Mr. Ryder, with reference to the above statements, 
was subsequently received by the committee, and follows:) 


RYDER SystTeM, INC., 
Jacksonville, Fla., July 16, 1957. 
Hon. JoHN SPARKMAN, 
Chairman, Senate Select Committee on Small Business, 
Senate Office Building, Washington, D. C. 

Dear Sir: Referring to testimony before your committee given by Dr. Walter 
Adams on July 12, 1957, this will confirm my telegram of that date to Senator 
Andrew F. Schoeppel reading as follows: 

“T am advised Prof. Walter Adams testified today before Senate Select Com- 
mittee on Small Business to the effect that Ryder System, Inc., was negotiating 
for the purchase of an air carrier. This statement is false and I categorically 
deny that this company ever has negotiated, is negotiating or, in the near future, 
intends to negotiate for the purchase of an air carrier.” 

I respectfully request that this communication and/or the telegram referred to 
be incorporated into the record of the Senate Select Committee on Small 
Business. 

Sincerely yours, 
RYDER SYSTEM, INC., 
JAMES A. RyDer, President. 
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In other words, you can read the Wall Street Journal, the New York 
Times, Business Week, Fortune, New York Journal of Commerce, 
and you will find throughout that there is talk that the merger move- 
ment is going on in the trucking industry. It seems to me that is 
pretty hard to deny. 

We said, “All right; fine.” 

Now what is happening? We tried to collect some statistics. We 
also tried to find what the pattern of mergers and concentration is. 
That is all we did. 

Senator, we didn’t cover the waterfront. This is a narrow study— 
“Mergers, Concentration, and Small Business: An Analysis of ICC 
Policy From 1950 to 1956.” 

Senator Scuorpret. I understand it. 

Now, I want to turn to pages 82 and 83 (see appendix, pp. 310-311). 
Frankly, I have wondered about that. 

What was your purpose in—I don’t know if “misquoting” Professor 
Roberts would be the correct word to use or not—but your purpose 
in “misquoting” the portions which are as follows: 


Subject to the limitations indicated above— 
now, that was left out ; then you picked it up in there— 


a case for economy may generally be made in certificate extensions which broaden 
commodity authority or eliminate restrictions on service to intermediate and 
off-line points and thereby permit fuller route utilization. 

Now, it seemed to me that it is obvious that the omitted portion 
which would put clear limitations upon the quotation—by the elimi- 
nation of that, to me, the meaning has been changed. 

Dr. Apams. Well, Senator, you didn’t mean to say we misquoted 
him ¢ 

Senator Scnorrret. No; but you left that out. Why was that left 
out? Why did you pick up the quotation when Professor Roberts, 
in his statement, said: 

Subject to the limitations indicated above, a case for economy— 
and so on? 

Dr. Apams. Unless we eliminate it, all the quote does not make sense 
to the reader. 

May I suggest that the entire article by Professor Roberts be in- 
cluded in this record; would that be all right? 

Senator Bretr. I think that would be perfectly all right. 

In fairness to the professor, you should have the whole quote. 

Senator ScuorepreL. There is a limitation there. When he goes 
on further: “* * * But in general, and as a limiting factor * * *”— 
that was left out. That was the significant thing to me, the limiting 
factor. “* * * Butin general, and asa limiting factor * * *.” That 
was left out. Then we pick up: “* * * there is little prospect for 
economy”—and so on. 

Mr. Sruurs. This would seem to be against Dr. Adams’ major thesis 
that he is against merger. He puts it as strongly as Professor 
Roberts could: “A case for economy may be made in certificate 
extension.” 

Now, the other words I think the Commission might agree to—that 
“a case for economy may be made in certificate extension.” Now, if 
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Dr. Adams put the other three words in, he would have been restrict- 
ing Mr. Roberts’ statement, and putting more into the general thesis 
of the Adams-Hendry study. 

Senator Scuorrren. As I read it, Dr. Roberts qualifies and puts 
conditions on his statement. When you leave that out, to me it 
changes the purport of his statement, and his analysis to a certain 
extent. I think that this suggestion made by Dr. Adams, to put the 
entire record in, is helpful. 

Senator Brste. It is understood that the entire statement of Pro- 
fessor Roberts will be placed in the record so it can be read in its 
entirety for whatever value it may have. 

Dr. Apams. Thank you, Senator. 

May I also call to Senator Schoeppel’s attention Supplement B of 
the report, page 148 (see appendix, p. 378), and all the remaining 

yages In the report. This is the data on carrier size and efficiency that 

-rofessor Roberts collected. We tried to be as fair as possible to 
indicate to the reader that this was the basis of his computation. 

There were certain graphs and charts that he had prepared which 
are included here in Supplement B, for the sake of completeness, so 
there was certainly no intent, and I ‘don’t think the effect is there, of 
misleading the reader in any way concerning the position of Professor 
Roberts on this ee of size and efficiency. 

Senator Brete. It seems to me that by placing his entire statement 
in the record, a atever way it is interpreted is up to the reader. 

Senator Scuorpren. I thank you, Mr. Chairman. I think putting 
it in in its entirety would make a difference to me. 

(The complete article by Professor Roberts follows :) 


[Reprinted from Land Economics, August 1956, vol. XXXII, No. 3] 


Some ASPECTS OF Motor CARRIER Costs: Frrm Size, ErFIcrIENCY, AND FINANCIAL 
HEALTH 


By Merrill J. Roberts’ 


The motor-carrier industry is a sprawling giant of comparative youth, em- 
bracing firms of widely different operating types whose only common denominator 
is the movement function. Accordingly, much territory remains unexplored in 
charting its economic characteristics. At the same time, its size and complexity 
intensify problems of regulation and management and necessitate maximum 
comprehension of the industry’s basic attributes and relationships. 

One area of inquiry that merits substantial attention is cost, clearly vital for 
both management and social control. Among the important cost influences re- 
quiring clarification is firm size, which constitutes the central purpose of this 
analysis. A related objective is the determination of the relationship between 
efficiency and financial health. The propositions established provide insight 
for managerial and regulatory policies involving such matters as rate struc- 
tures, general rate levels, and firm expansion through unifications and certificate 
extensions. 


PROCEDURES AND FIRM SELECTION : THE PROBLEM OF HOMOGENEITY 


In determining the effect of size on costs, one must guard against the inter- 
vention of other influences which obscure the scale factor. This renders the selec- 
tion of carriers highly important. ‘The specific selection was designed primarily 
to include as many firms as possible and still maintain a high degree of homo- 
geneity with respect to cost influences other than size. 

These requirements were best satisfied by studying 114 class I carriers of 
general commodities operating primarily over regular routes and entirely within 
central territory. A large number of firms operate in this area and there is a 


1 University of Florida, Gainesville. 
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high degree of geographical homogeneity. It is one of the smallest of the 
reporting districts, embracing only Illinois, Indiana, Ohio, and the lower penin- 
sula of Michigan. It therefore provides reasonably similar operating conditions 
with respect to such important cost influences as terrain, population and traffic 
density, and factor and supply prices.’ In addition, vehicle sizes and types are 
quite comparable among Class I firms in a given region, with variations tending 
to be rather generalized throughout the territory. To supplement the homo- 
geneity supplied by the process of firm selection, additional refinements are in- 
troduced appropriately in the analysis by subclassification of firms on the basis 
of further operating characteristics. i 

The problem of data availability and the firm selection process combine to 
require the omission of both very small and very large firms. Data for class 
II and III carriers, those with annual operating revenues under $200,000, are 
very limited. Although numerous, these companies occupy a relatively unim- 
portant position in the market, accounting in 1952 for only about 20 percent of 
the operating revenues of all regulated interstate property carriers." The omis~ 
sion of the very large interterritorial operators from the detailed analysis arises 
from the expressed premise of firm selection, i. e, maximum operating 
homogeneity. 

Another critical matter is the selection of the appropriate cost measures. 
One alternative is the average cost of handling traffic units, such as tons or ton- 
miles. But these measures are significantly conditioned by the type of traffic 
handled, which varies widely between motor carriers. There are no published 
data which permit the adjustments required to classify groups of carriers by 
such significant cost-conditioning traffic characteristics as commodity density 
and size of shipments. Even if it were possible to do so, the subclassifications 
of firms required to minimize these influences would leave groups so small as to 
impair the validity of the cost generalizations. 

The alternative employed in this study is the average cost of providing a unit 
of capacity—a vehicle-mile. Although they do not fully reflect the relative 
success of firms in adapting operations to traffic characteristics, capacity units 
do provide a satisfactory common denominator.’ Besides less sensitivity to 
traffic characteristics, this unit has an independent element of validity which 
makes its employment desirable in a service industry where no storing is 
possible. 

The use of average cost per vehicle mile as the basic indicator of efficiency is 
subject to an important qualification. Total and average terminal costs are 
substantially influenced by the proportion of a company’s total traffic that re- 
ceives terminal handling.’ The carriers’ accounting system provides a terminal 
cost category which includes on the average about 15 percent of total operating 
expenses. Being sensitive to the terminal requirements of traffic, they are ex- 
cluded from the vehicle-mile costs and are separately treated. 

In addition to the expenses labeled “terminal” in the account classifications, 
additional costs associated with terminal operations appear in other accounts, 
such as pickup and delivery drivers’ wages, fuel, and tires for city trucks, 
depreciation and maintenance of city vehicles, and related items. Furthermore, 
parts of other expense items are allocable to pickup and delivery operations. 
The complete division of all costs into strictly line haul and terminal categories 
therefore requires a separate cost study for each carrier.’ This is an involved 


2Many important purchases are made in national markets and prices are therefore little 
affected by the locale of a firm’s operations. This would be true for such items as vehicles, 
tires, and insurance. In addition, this analysis deals with a vehicle-mile cost range from 
380 cents to around $2. Within this range broad cost categories are established which 
would not be very sensitive to local price differences. 

’ Letter from Mr. C. W. Emken, Director of the Bureau of Accounts, Cost Finding, and 
Valuation, Interstate Commerce Commission, dated April 7, 1954. 

‘Interstate Commerce Commission, Statistics of Class I Motor Carriers, 1952, p. 2. 

5 The relative merits of traffic units and capacity in measuring costs is somewhat con- 
troversial. The subject is debated briefly by Profs. John Carter and Harold Koontz ip a 
comment and rejoinder stemming from Koontz’ use of capacity units in Domestic Airline 
Self-Sufficiency, American Economic Review, March 1952, pp. 103-125. The exchange is 
found in ibid., June 1953, pp. 368-377, especially pp. 370 and 374. 

®As a general proposition, truckload shipments are loaded and unloaded by the cus- 
tomers and do not pass over the terminal docks. Less-than-truckload shipments, on the 
other hand, usually go through the terminals. 

Cost studies of the Commission’s staff indicate that strictly line haul experses—those 
that vary with mileage operated—account for about 55 percent of the total. The present 
study, however, is not directly concerned with the identification of such costs, which 
would exclude many items of supervision, insurance, and other expenses. The concern here 
is with measuring the cost of supplying a unit of capacity and such items should be included 
whether or not they vary directly with mileage. Expenses associated with the terminal 
function, however, are of a different sort since the terminal requirements of a traffic pat- 
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undertaking requiring intimate access to a company’s operating data, but one 
which is fortunately not necessary for purposes of this analysis since allowance 
can be made for interfirm differences in terminal requirements. 

The intrusion of some terminal outlays in costs which are stated in vehicle- 
mile units penalizes carriers performing larger amounts of terminal services. 
The result is an inflation of vehicle-mile costs which is unrelated to efficiency 
and is particularly severe for short-haul carriers. The greater terminal require- 
ments entail larger outlays in getting a vehicle organized for movement and a 
relatively short-haul places a high burden on each vehicle-mile performed. 

The statistical distinctions that are important in identifying vehicle-mile 
costs with such operating disabilities are the percent of total traffic which moves 
in truckload quantities and average length of haul of shipments. Two cate- 
gories of costs are accordingly recognized in this study. First in importance 
are those which exclude the terminal cost accounts but which nevertheless 
reflect terminal elements requiring interpretation in terms of relevant operating 
data. These are expressed in terms of vehicle-miles. The second category, 
embracing the expenses in the terminal cost accounts as such, covers the major 
portion of terminal outlays and is couched in terms of tons. 


FIRM SIZE AND OPERATING COSTS 


The derivation of relationships between firm size and unit costs requires the 
determination of an acceptable measure of scale which poses something of a 
problem in connection with transport enterprises. In ordinary terminology the 
scale of operations increases with the application of additional investment and 
may be measured by assets. In transport enterprises, additional output may 
be realized through route extensions not necessarily entailing investment in- 
crements. Such expansion is neither precisely a more intensive utilization of a 
given plant, the situation portrayed by the short-run, average cost curve, nor 
a change in the scale of operations. Despite this ambiguity, it seems clear that 
assets are superior to route miles as the scale indicator since, as a practical 
matter, route extensions are doubtless commonly associated with some invest- 
ment increments for servicing the additional routes. 

Further characteristics somewhat unique to the motor carrier industry also 
complicate the selection of a scale indicator. Many firms lease one or more 
terminals as well as portions of their mobile equipment. Also, differences in 
the magnitude of terminal facilities occasioned by the amount of truckload 
traffic handled by carriers are significant. Because of such factors a company 
may be small as measured by assets but actually operate on a relatively large 
scale.® 

An alternative scale measure is operating revenues, but this is not completely 
satisfactory because firms of the same size as measured by total owned and 
leased assets have different revenue-generating capacities. However, a very 
high correlation between assets and revenues indicates that this conflict is not 
serious. When assets and revenues were plotted on a scatter diagram all but 
2 of the 114 companies followed a closely confined path. Furthermore, virtually 
the same cost pattern appears whether size is measured by assets or operating 
revenues. Accordingly, assets is accepted as the basic measure of scale. 

The cost pattern.—The evidence indicates a general association between small 
scale and high costs. Different cost plateaus emerge for 3 ranges of plant 
size—up to $350,000 of tangible assets, $350,000 to $1 million, and over $1 
million.’ This pattern is described by comparative average vehicle-mile costs 
of 67 cents for small, 56 cents for middle-sized, and 51 cents for large com- 
panies.” 

Perhaps the outstanding feature of the cost distribution is the concentration 
of firms of all sizes within the 40—to—60-percent band, with the most numerous and 


tern directly determine the amount of work which a carrier must do precedent to vehicle 
movement. ‘ 

8 Since the annual reports do not attempt to provide asset values for leased equipment, 
it is impossible to eliminate the problem by using a combination of owned and leased assets 
as a measure of size. 

®This grouping will be maintained throughout, with reference being made to small, 
medium, and large firms. The same pattern appears when costs are plotted against oper- 
ating revenues. In this case the plateaus are associated with small firms up to $1 million 
in revenues, middle-sized firms from $1 million to $3,500,000, and large companies over 
$3.500.000. The high-cost carriers identified as small in the asset test are identical with 
those characterized as small in the revenue test. 2 ; 

1 This and other summary data are drawn from table I, Space does not permit inclusion 
of complete data for the 114 firms. 
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greatest departures from this range occurring primarily for firms under $350,000. 
Instead of a regression truly portraying a negatively inclined curve of scale 
economies, the basic shape is a step pattern, with the floor at the 40-to-60-cent 
band, a step to 80 cents between $1 million and $350,000 in assets, and another 
step to the vicinity of $2 below $350,000. According to this evidence, small 
firms are commonly as efficient as large ones. However, certain factors asso- 
ciated with small size create a propensity for some companies to experience 
extraordinarily high unit costs. Further analysis is required to identify the 
operating factors that induce high costs by some small firms and to determine 
whether they are a function of size. 

Interpretation of the cost pattern.—Although high unit costs are associated 
primarily with small firms, a closer study of relevant cost and operating data 
reveals two basic propositions regarding the relationship between firm size and 
efficiency : (1) The high costs of some firms are attributable to specific operating 
characteristics. (2) The operating features identified with high unit costs are 
commonly associated with small firms but they are not a necessary feature of 
these companies. Small operators as favorably situated in these respects as 
the larger ones are just as eflicient. These propositions are supported in the 
following sections. 

Operating features and vehicle-mile costs.—Since the present interest is in scale 
economies, it is imperative to detect the influence on cost of differences in plant 
utilization. Furthermore, the intrusion of terminal outlays in the vehicle-mile 
costs makes them sensitive to variations in terminal requirements and length of 
haul. According to the evidence, deficiencies in utilization and haul patterns 
largely account for high costs. 


TABLE I.—Group summary of costs and operational characteristics by size cate- 
gory, central territory motor carriers, 1952 





Carrier size category 


Small 
Operational characteristics 
Medium 
60 cents 
All and 


under 


Number of companies ; 9 37 
Average cost per vehicle-mile_............---- ma 51 56 


| 68 31 
67 f 
Vehicle-miles per route-mile 3, 500 2, 800 | 2, 635 
t 


Percent traffic truckload_._..........--..-- a 56 54 
Average haul i 173 173 
Cross products.......--- ens ca icardaae dacs tue _| 566,000 | 526,000 
Operating ratio ; 94. 93, 2 


a 
308, ( 000 





Source: Computed from carrier annual reports to the Interstate Commerce Commission and American 
Trucking Associations, Financial and Operating Statistics, Class Motor Carriers of Property, 1953. Data 
for 1952 were the most recent available when this study was commenced. 


Since the high costs were realized mostly by small firms, attention will be 
focused on this group of carriers. 

A basic indicator of utilization is vehicle-miles per route-mile, which measures 
the intensity of vehicle employment in terms of routes operated. The influ- 
ence of this factor is indicated by the cost performance of subgroups of small 
firms. While the all-company average was 2,635 vehicle-miles per route-mile 
those in the 40-to-60-cent-cost range averaged 3,100. On the other hand, costs 
from 60 to 80 cents were associated with a composite utilization ratio of 2,565 
and the high-cost carriers over 80 cents achieved only 1,858. Only one carrier 
in the latter group exceeded the small-company average. Of the 39 with costs 
over 60 cents, 29 were below average in route utilization. Conversely, only 4 
of the 25 with above-average ratios exceeded the 70-cent cost level. It is 
apparent, however, that route utilization does not fully explain the cost dis- 
tribution. Many carriers achieved low costs despite a low utilization factor ; 
15 of the 32 companies under 60 cents had ratios below the overall average. 

The extent of the intrusion of terminal expenses in the vehicle-mile costs 
is indicated by the percentage of traffic which is handled in truckload quantities, 
and therefore requires no terminal handling. Analysis of this measure reveals 
that the high-cost carriers experienced no disadvantage in this respect. But the 
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cost influence of terminal requirement also depends on haul patterns. The 
shorter the haul, the heavier the terminal burden falls on each performance 
unit. 

Grouping the small firms by cost performance reveals a consistent pattern 
associating higher costs with shorter average hauls. Carriers who maintained 
costs under 60 cents had a composite haul average of 171 miles. By contrast, 
the 60-to-80-cent group averaged only 103 miles and the high-cost group (over 
80 cents) only 78 miles. Only 6 of the 20 with costs under 60 cents were faced 
with an average haul less than 75 miles. As with route utilization, however, 
the exceptions to the basic pattern indicate that average haul variations do not 
fully explain the observed cost behavior. Since each provides a partial explana- 
tion, it is meaningful to assess their combined role in explaining the cost 
differentials. 

A useful device for combining these two cost determinants is the cross product 
of the route utilization ratio and the average haul for each firm” Relating 
the cross products to vehicle-mile costs provides a highly consistent pattern that 
almost completely explains the high costs of some of the small companies. 

High costs are confined exclusively to firms with cross products under 300,000. 
Only 1 company above this level experienced costs over 70 cents and only 3 over 
60 cents. Of the 35 companies exceeding the 60-cent cost level, 32 had cross 
products below 300,000. This figure appears to establish a critical minimum 
beyond which there is little chance of experiencing high costs. Furthermore, 
there appears to be no cost advantage in a higher figure. The products ranged 
continuously to well over 1 million; but throughout the range over 300,000, costs 
varied indiscriminately within the 40- to 60-cent band. However, low costs were 
achieved by some companies despite an unfavorable cross product. Fifteen com- 
panies with indicators under the critical minimum kept their costs under 60 
cents. 

The ability of some carriers to maintain favorable costs despite low cross 
products raises the question of the relative significance of the two components, 
average haul and route utilization. Comparing firms with costs over and under 
70 cents suggests that a low product arising from unfavorable route utilization 
is not so damaging as one resulting from a short average haul. Of 26 com- 
panies under 70 cents despite low cross products, 15 were above average in 
average haul and fell below the 300,000 limit because of low route utilization. 
By contrast, only four were superior in route utilization. 

Firm size and efficiency.—It is clear that the operating attributes which occa- 
sion high costs are a common liability of small firms. As a group these com- 
panies exploit their routes less intensively than medium and large ones, as 
indicated by average utilization ratios of 2,600, 2,800, and 3,500 for the succes- 
Sively larger categories. Similarly the short-haul propensity of small com- 
panies is shown by an average of 125 miles, somewhat less than the 173 miles 
achieved by the two groups of larger carriers. The combined influence of the 
utilization and haul deficiencies of the small companies is reflected in a group 
average cross product of only 308,000, far below the 526,000 and 556,000 achieved 
by the middle-sized and large companies. 

But it is equally clear that utilization and haul deficiencies are not a necessary 
characteristic of small operations. Eighteen of the 68 small companies exceeded 
the large firm utilization average and 17 the haul average. This superiority was 
combined in 15 firms who were therefore able to exceed the average cross product 
of the large carriers. 

As a general proposition, small companies who were not disadvantaged in 
utilization and haul characteristics performed as efficiently as bigger ones. 
Thirty-one small operators held costs below 60 cents, comparable to those for 
the bigger companies. This cost performance was achieved with a composite 
cross product of 450,000, somewhat below the 566,000 of the large group. This 
reflects the proposition previously advanced that little or no cost advantage arises 
from a cross product over 300,000. 

Terminal costs.—Consideration of costs in the strictly “terminal” category 
(omitted from the previous analysis) reveals no advantage for large firms; in 
fact, there is a strong indication that small firms have lower terminal costs 
than do bigger ones. Since terminal outlays are sensitive to the proposition of 
traffic handled in truckload quantities, costs must be interpreted in these terms. 
A least-squares regression line drawn from a scatter diagram of terminal costs 


For example, a carrier with a 100-mile average haul and a route utilization factor of 
2,000 would have a cross product of 200,000. 
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and truckload percentages shows the “normal” relationship between these 
variables. Terminal costs above such a regression line are relatively high con- 
sidering the amount of traffic which ostensibly received terminal handling and 
those below are comparatively superior. Relating each firm’s actual costs to 
the regression value associated with its truckload percentage measures its com- 
parative performance. This procedure produced the following pattern for 
different sized firms: 


Number of firms— 
Average 
Size category deviation 
Total Below re- 
gression line 

23 

14 

0 





Most of the small companies exceeded the standard performance while all of 
the large ones were deficient. 

The sensitivity of terminal costs per ton to traffic characteristics makes this 
conclusion somewhat tentative. But there is no apparent a priori reason why 
large firms should suffer cost disabilities from such considerations as commodity 
density and size of shipments. The possibility was recognized that the greater 
emphasis of large firms on distribution (as contrasted with key point) operations 
might inflate terminal costs but this does not appear to be the case. This proposi- 
tion was tested by selecting for comparison 20 firms with assets under $500,000 
and 22 larger than this size. The selection was made to secure comparability in 
truckload percentages and route mile-average haul ratios.” These indicators for 
the two groups were virtually identical—55 to 54 and 7.5 to 7.4. Despite this 
comparability, average terminal costs per ton were $1.67 for the smaller firms 
and $2.29 for the larger. 

The large interterritorial carriers.—Consideration of the large interterritorial 
earriers does not alter the fundamental pattern. Analysis of the vehicle-mile 
costs of 92 interterritorial carriers operating in central territory and adjacent 
States reveals the same 40- to 60-cent bulk line. Seventy-three percent of 
these companies, whose assets ranged to over $8 million, were in this same broad 
range that characterized the intraterritorial carriers whose maximum size was 
about $2 million. Ten were over this band and 15 under, with departures quite 
unrelated to size. 


OPERATING EFFICIENCY AND FINANCIAL HEALTH 


A basie objective of both management and regulation policy is financial sta- 
bility for individual firms. Since the operating ratio is the commonly accepted 
measure of financial health in rate cases and in fiscal analysis generally, it is 
desirable to determine its relationship to firm size and efficiency. It is important 
to see how firm expansion and efficiency improvements contribute to financial 
health. 

Firm size and operating ratios.—The relationship between firm size and oper- 
ating ratios indicates the extent to which carrier expansion may be expected to 
yield improved ratios and minimize financial paucity arising from regionwide 
rate adjustments. The data reveal virtually no operating ratio variations in the 
several size categories. The group averages were 93.7 for smail, 93.2 for medium, 
and 94.4 for the large carriers, with comparable ranges among the three groups. 
There is no basis for expecting a reduction in operating ratios from expansion 
since big carriers are not necessarily the financially strong carriers according to 
this test. In fact, among the firms covered here, weak carriers are in general 
slightly larger than strong ones.” 

Efficiency and the operating ratio.—F actors other than efficiency are of suffi- 
cient importance in determining the operating ratio to preclude a close associa- 


2 This ratio indicates the relative importance of distribution operations and key point 
(terminal-to-terminal) operations; the higher the ratio, the greater the distribution 
activity. 

13 Comparative group average asset figures are $367,000 for 52 strong carriers and 
$409,000 for 62 weak ones. Strong carriers are here defined as those with operating 
ratios below the 93.8 group average. 
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tion between the two variables. Classifying the carriers by their performance 
relative to the average operating ratio (93.8) and the top of the bulk-line cost 
band (60 cents) produces the following four groups. 








} 
Group | Com- Description 
| panies | 
| ‘ate OE Ee ead stesicaaiianainedted Gatahicci-saiaiceane 
ie cae ahaa atgraliaansie 20 | High costs and low operating ratio (high cost deviates). 
I sit a Ek cs 29 | High costs and high operating ratio (high cost normals). 
Ds ltcicpe cas Eickn mticn ae ekn Sade 32 | Low costs and low operating ratio (low cost normals). 
EP caddtksnith hashed wv atwkhill 31 | Low costs and high operating ratio (low cost deviates). 





According to this classification, 61 companies maintained a normal relation- 
ship where high costs combined with high operating ratios and low cost with 
low ratios. On the other hand, 51 companies deviated from this normal pattern 
and suffered high operating ratios despite low costs or enjoyed low ratios de- 
spite high costs.* 

The efficiency measure reflects only costs, but the operating ratio is derived 
from both costs and revenues. The perversity must therefore arise from reve- 
nue considerations. The total costs and revenues which comprise the operating 
ratio may be reduced to capacity units and expressed as the ratio between cost 
and revenue per vehicle-mile.” With equal levels of efficiency, operating ratios 
will depend on ability to exploit the revenue potential of each vehicle-mile of 
capacity produced. Vehicle-mile revenues will vary with either or both: (1) 
the revenue-producing employment of each vehicle-mile and (2) the rates asso- 
ciated with the useful employment. 

Revenue-producing employment is measured by vehicle utilization, which has 
two dimensions—the proportion of total vehicle-miles operated with loads and 
the weight carried by loaded units. Both aspects are included in reported 
average loading figures which are computed from the ratio of ton-miles to total 
vehicle-miles, both loaded and empty. But utilization considerations do not 
appear to explain the observed relationship between efficiency and operating 
ratios. The two high-cost groups had virtually identical loading averages and 
the slight difference in the figures for the low-cost carriers actually favored 
those who suffered high operating ratios (group IV). But the most pointed 
comparison is between the two groups of deviates. The low cost high operating 
ratio group (IV) handled 9.2 ton-miles of revenue freight for each vehicle-mile, 
somewhat higher than the 7.3 loading of the group that managed a low op- 
erating ratio despite high costs (1). Despite their revenue disability, firms 
in the former group had a distinct advantage in vehicle utilization over those 
that were unusually strong in revenue-generating capacity. According to this 
evidence, the efficiency-operating-ratio discrepancies which were traced to dif- 
ferences in revenue-generating ability are associated with the revenue producing 
character of the traffic handled. 

Since important rate structures are commonly of general application within 
a territory, rate differences are a function of types of traffic handled in a sys- 
tem of discriminatory prices. Analysis of this proposition is furthered by re- 
ducing the operating ratio to traffic units and restating it as the ratio between 
average cost and average revenue per ton-mile. Average cost per ton-mile is 
determined by the general level of efficiency, measured by vehicle-mile costs, 
and by the types of traffic handled. Average revenue is controlled, ina system 
of differential pricing, by the rates applied to various services and, as is true for 
costs, by the traffic pattern. If two firms of equal efficiency have different 
traffic patterns, their operating ratios will be the same with identical cost-reve- 
nue margins for their respective traffic units. If, however, the margin is typi- 
cally much narrower for one, it will have a higher operating ratio despite the 
equal efficiency. 





%* These classifications are predicated on “other than terminal costs.” The exclusion of 
this cost group is, however, of little significance. The margin between the average terminal 
cost for groups I and II was 27 cents, which amounts on the average to less than 1 cent 
per vehicle-mile. 

vehicle-miles X average cost per vehicle-mile 
vehicle-miles X average revenue per vehicle-mile 


The vehicle-miles may be canceled out, leaving the average cost and revenue relationship 
as the measure of the operating ratio. 
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A relatively high operating ratio will emerge in two types of circumstances. 
The first involves high-cost carriers unable to exact rates sufficiently high to 
compensate for their inefficiency, which describes the “high-cost normals.” The 
other case includes efficient firms with service patterns having low revenue-cost 
margins, represented by the “low-cost deviates.” Similarly, favorable operat- 
ing ratios are realized by efficient carriers with rate structures appropriate to 
traffic unit costs (the “low-cost normals”) and by high-cost carriers whose 
rates are high relative to the cost characteristics of their traffic patterns (the 
“high-cost deviates’’). 


OBSERVATIONS ON MANAGEMENT AND REGULATORY POLICY 


The generalizations developed in the foregoing analysis provide a basis for 
observations regarding management decisions and regulatory policy involving 
especially questions of firm expansion, ratemaking, and weak carriers. 

Expansion.—The evidence indicates that firm expansion per se is not an avenue 
to greater efficiency as measured by unit capacity costs. Expansion which leads 
to more intensive route utilization or an increase in average haul may reduce 
costs but the possibilities are distinctly limited. Unless the firm’s preexpansion 
cross product is below the critical minimum, little cost reduction can be expected 
since it is probably operating at or near the minimum attainable cost level. Man- 
agerial expansionist policies should accordingly be tested in terms of these 
propositions although cost reduction is clearly not the only motive for expansion. 

These observations are especially relevant for regulatory policy in certificate 
and unification cases. Subject to the limitations indicated above, a case for 
economy may generally be made in certificate extensions which broaden com- 
modity authority or eliminate restrictions on service to intermediate and off-line 
points and thereby permit fuller route utilization. Capacity cost reductions may 
also arise from commodity or route extensions which contribute to a longer aver- 
age haul, but route additions which simply entail traffic increments with the 
same general haul pattern are not apt to bear much economy fruit. In this cir- 
cumstance other considerations in expansion litigation, such as service improve- 
ments and the desirability of additional competition, may well be controlling 
without sacrificing economy. 

In unification cases generalized claims of enhanced efficiency are suspect unless 
acquisitions contribute to cost-reducing operating patterns. Specifically, end-to- 
end consolidations are apt to increase average haul and parallel combinations 
may improve route utilization. But in general, and as a limiting factor, there 
is little prospect for economy unless the firm is fairly small with high costs and 
a low route utilization-average haul cross product. In the absence of such 
specific showings, it is appropriate to base decisions on considerations other than 
economy. 

In both certificate and unification cases, the problem of the effect on rival car- 
riers has received substantial consideration. It is not likely, however, that 
diversion of traffic will in itself impair serviceability or increase costs in the long 
run because of the constant cost pattern. In fact, the diversion of short-haul 
traffic to a carrier Well over the critical cross product from one under this mini- 
mum may well lower the costs of one and not adversely affect the efficiency of the 
other. The reverse is also true; diversion of long-haul traffic may be desirable 
in terms of overall economy, depending on the operating patterns of the carriers 
involved. 

The weak-carrier problem.—Weak carriers—inferior in financial respects and 
identified by high operating ratios—are an inevitable problem where rate levels 
are administered on the basis of regional averages. Such firms increase the 
average rate requirements of the carriers collectively. They also pose the prob- 
lem of maintaining their service standards in a setting geared to the financial 
needs of an “average carrier” more favorably situated. 

The evidence strongly indicates that there is no close association between 
financial weakness and size. Accordingly, there is little prospect for curing the 
weak carrier problem through expansions or unifications as such. But despite 
the loose group association between size and operating ratio, expansion for a 
specific firm which embraces cost-reducing characteristics will clearly yield a 
lower operating ratio with a given level of rates and earnings. 

Significant aspects of the weak carrier problem can be identified by refer- 
ence to the four categories of firms established in the operating-ratio analysis. 
(1) Weak carriers with high costs constitute the high-cost norm. Their operat- 
ing ratio and weak position can be improved by extensions which increase effi- 
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ciency and reduce money costs. (2) Weak carriers with low costs are the low- 
cost deviates, having a high operating ratio despite relative efficiency. The 
chances are less good for improving their financial situation by expansions de- 
signed to increase efficiency. The more fruitful approach is in rate revisions 
or commodity extensions designed to eliminate maladjustments in the relation- 
ship between rates and traffic unit costs. Improvement will result from certifi- 
cate amendments authorizing commodities with large revenue margins over 
costs, but there is little opportunity for this with general commodity haulers, 
Such traffic acquistions are largely a managerial problem of solicitation. (3) 
Strong carriers with high costs—the high-cost deviates—receive a windfall. 
Relative inefficiency is obscured by a preponderance of high-margin traffic. 
This proposition might well be considered in certificate and unification cases 
where carriers which would be adversely affected are in this category. (4) The 
final group, strong carriers with low costs, are the low-cost norms and represent 
no problem. 

Rates—According to the ICC staff studies, aggregate costs are about 10 
percent constant and 90 percent variable.” These studies are based on utiliza- 
tion, measured by ton miles per route-mile. As traffic density increases, total 
costs rise only 90 percent as fast as volume. For example, if firm A has x ton- 
miles per route-mile and B has 2x, B’s total costs per route-niile will be 1.9 
times A’s. It is inferred from this that, if A doubles output and traffic density 
(i. @., assuming no increase in route miles operated), total costs will increase 
by 90 percent. These cost formulations, which have been employed in recent 
territorial motor carrier rate cases, associate volume increases with enhanced 
traffic density to produce declining marginal costs. According to the evidence 
developed in this analysis, however, reduction in unit costs from business ex- 
pansion requires an increase in density (measured by vehicle miles per route 
mile) or a more favorable operating pattern, particularly a longer average haul. 
Although volume increments doubtless are often associated with density in- 
creases, this is clearly a special case. Large companies in terms of assets, 
operating revenues, and other size indicators, commonly operate more route 
miles than smalier ones. If a firm extends its routes to serve new points, the new 
traffic would not contribute to a density increase on the old routes. 

Some expansions clearly occur under conditions of constant long-run marginal 
costs. Predicating rates for such traffic increments on the declining marginal 
costs indicated in the cost studies, may cause maladjustments in cost-revenue 
relationships on specific traffic segments. 

Another source of maladjustment emerged in this analysis. The phenomenon 
of relatively efficient carriers with high operating ratios and relatively inefficient 
firms with low ratios suggests an anomaly in the rate structures. The discrim- 
inatory process may produce revenues adequate on the whole to cover the finan- 
cial requirements of a bulk line of carriers. However, the traffic makeup of 
carriers is quite different, even for general commodity haulers. Specializations 
have developed and the relative importance of revenues received from specific 
eategories of traffic will vary widely. A carrier with a heavy concentration on 
low margin traffic will suffer a high operating ratio, even though operating 
efficiently. 

Such maladjustments are empirically confirmed by the Commission’s terri- 
torial cost studies which relate out-of-pocket costs and revenues for specific 
traffic segments.” These studies show that a number of traffic categories are 
carried at rates below out-of-pocket costs. This suggests that price differentia- 
tion is not appropriately applied in connection with motor carrier rates. The 
motor carriers apparently have depended too much on railroad price leadership 
and accorded insufficient weight to their own costs. Rate structure revision 
designed to adapt more closely to costs may be detrimental to some companies 
and beneficial to others in specific competitive situations. But it would ration- 
alize the industry at the appropriate level of investment. 


GENERAL SUMMARY 


This study has described—within the limits of available data, time, and 
space—some significant cost relationships in the motor carrier industry. The 


16 Bureau of Accounts, Cost Finding, and Valuation, Explanation of the Development of 
Motor Carrier Costs With Statements as to Their Meaning and Significance (Washington: 
Interstate Commerce Commission, April 1954), Statement 1—54. 

17 See, for example, Bureau of Accounts, Cost Finding, and Valuation, Southern Motor 
Carrier Cost Study—yYear 1950 (Washington: Interstate Commerce Commission, April 
1953), statement 2-53, pp. 269 ff. In this study, out-of-pocket deficits are primarily 
associated with short hauls of small shipments. 





TRUCKING MERGERS AND CONCENTRATION 197 


evidence adduced for the firms studied establishes the absence of economies of 
scale in this industry. It further indicates a devious relationship between 
efficiency and financial health which renders motor carrier rate structures highly 
suspect os suggests serious maladjustments in rate-cost relationships. 

The propriety of present regulation is receiving unprecedented study. The 
Weeks’ Committee report and implementing legislation propose substantial re- 
vision in current practices of rate regulation.” The Senate Select Small Busi- 
ness Committee recently issued a report sharply criticizing the Commission’s 
performance in motor carrier certificate and unification cases.” The generaliza- 
tions developed here may be useful in gaging the ultimate effects of existing 
ratemaking practices and of expansionists policies. It is hoped that the proposi- 
tions established will be further tested and that new areas of inquiry will be 
explored. 

Senator Scnorrre.t. Now, on page 33 (see appendix, p. 248), table 
VII, you purport to show market control by the largest lan I carriers 


of general freight, intercity, but footnote 6 states : 
Reflects common control revealed in table V. 


Does the revenue for the group include revenue from operations 
other than movements of general freight? Did you go into that to 
determine that ? 

Dr. Apams. Senator, that is quite clear. There was no attempt 
to hide that. You look at table VI, and you will find that some 
of the carriers listed there are not general-freight carriers. They 
are grouped under the control groups, as table VI indicates. 

Class I carriers under joint control, with the hundred largest com- 
mon carriers of general freight, intercity, 1955 and 1950. That is 
what we have done. 

May I point out, I have said this during the hearing that you did 
not have an opportunity to attend. The Commission itself in its 
statistics includes in PIE’s revenues, revenues that are earned in the 
transportation of petroleum products. 

In other words, there is no breakdown in the Commission data 
between general-freight operations, petroleum operations, automo- 
bile-hauling operations, and so on. I think this would be highly de- 
sirable, and this would give a more accurate picture. I think this 
ought to be done by the Commission. We ought to have PIE listed 
in several fields: “This is the portion PIE has of petroleum hauling”; 
“this is the portion PIE has of general freight”; and soon. I think 
this would be extremely helpful. 

All we did here was follow the same techniques that the Commis- 
sion follows in compiling its statistics. 

Again, that is all we had available to us, Senator. We could not 
improve on it. 

Senator ScHorrret. Going back, again still following page 33 (see 
appendix, p. 248), table V il, this shows an increase in market control 
for the 4 largest carriers from 5.84 to 7.01 percent, or 1.17 percentage 
points. But this is expressed as a “relative increase” of 20.03 percent. 

Now, as I read that, what is the reason for taking a percentage 
of a percentage there ? Wouldn't it magnify a small figure to the 
average reader? 


18 Presidential Advisory Committee on Transport Policy and Organization, Revision of 
Federal Transportation Policy (Washington: Superintendent of Documents, 1955). Im- 
plementing legislation is proposed in S. 1920 and H. R. 6141, 84th Cong., 1st sess. 

1%” Competition, Regulation, and the Public Interest in the Motor Carrier Industry, report 
of the Select Committee on Small Business, U. S. Senate, S. Rept. No. 1693, 84th Cong., 
2d sess. (Washington: Superintendent of Documents, 1956). 





198 TRUCKING MERGERS AND CONCENTRATION 


Dr. Apams. Senator, you are not challenging the accuracy of that 
computation ? 

Senator Scnorrren. No, no; but I wonder why we put it in that 
perspective there. 

Dr. Apams. Because that amount of absolute change is reflected as 
20.03 percent of relative change. In other words, we tried to give 
the reader all the relevant information. If he wants to look at the 
absolute figure, it is printed there for him to see. He can see that, 
in absolute terms, the 4 largest increased their percentage control 
from 5.84 to 7.01 percent. If he wants to know how much of a per- 
centage change that is, we indicate it is a 20.03 percentage change. 

Now, look at the others right below the 4 largest on page 33 (see 
appendix, p. 248). Under the four largest, it says: “All others.” 
There you hove approximately the same absolute decline from 94.16 
to 92.99 percent. There we show it is a relative decline of only 1.26 
percent. That is because of the size of the base. 

Now, what we give is both the absolute and the relative changes 
that have taken place. 

Senator Scuorrren. Frankly, I am glad for your explanation, be- 
cause, really, I wondered. 

Dr. Apams. That is as complete a report as you can find. 

Senator Scuorrrreni. Now, I just have a few more questions here; 
then I am through. 

On pages 94 and 95 (see appendix, pp. 323-324), tables X XIIT and 
XXIV, you state, in reference to these tables, that : 


Regional concentration ratios [for central region] show even higher degrees 
of concentration than the national ratios. 


The question I want to ask you there, doctor, is this: Did you know 
that most of the household-goods carriers report revenues for the 
central region since that is the point of their domicile? 

Dr. Apams. Not only do we know that, Senator, we listed it right 
here in the report. 

If I may call your attention to table XVIII, on page 89 (see 
appendix, p. 318) you will find 108 household movers listed. We have 


several columns there, the rank of the company in terms of size, the 
company’s name, the region in which it operates. 

Now. I say to you 

Mr. Srutts. Not operate, Dr. Adams. 

Dr. Apams. I beg your pardon? 

Mr. Sruurs. You said the region in which the company operates. 

Dr. Apams. No; where it reports. 

When we put down the region in which it reports to the Interstate 
Commerce Commission, again, we are merely reflecting Commission 
policy. If this classification of carriers in these various regions is in- 
accurate or misleading, that is the Commission’s fault. They shouldn’t 
be classifying them that way. 

If these are nationwide carriers, it doesn’t make any sense to put 
them in region 6 or any other region. They operate all over—the 
figures carried in the Commission’s regional reports are meaningless. 

Senator Scoorrret. Go ahead; I am listening. 

Dr. Apams. Thank you for your patience. 

The Commission’s reporting system can be vastly improved. No- 
where do I find an adequate definition of what the relevant market 
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place is. Is the market for household moving a national market, 
is it a regional market, is it a local market? How do you know? 

The regions the Commission reports for these carriers don’t tell 
you. They only indicate domicile. 

Senator Scnorrren. Were you surprised to find that most of the 
25 largest class I carriers of household goods in 1950, and the list 
of 25 largest for 1955—would you not expect to find the same situation 
in any other industry ? 

Dr. Apams. Not necessarily, Senator. If you read the study made 
by Brookings Institution, by A. D. H. Kaplan 

Senator ScnorrreL. Which, frankly, I haven’t read. 

Dr. Avams. Well, A. D. H. Kaplan in that study makes the point 
that it is awfully slippery at the top. There is a great change in the 
composition of the 100 largest, the 200 largest, and so on, companies. 
We wanted to check here if this is true. 

There is no conclusion drawn from that as an isolated factor. All 
we are saying is the composition has remained relatively constant. 

The important thing about this study is that it did not set up any 
one index. It tried to look at this elephant, so to speak, from all points 
of view. We tried to see, if you apply this test, what you come up 
with. If you apply that test, what do you come up with? All the 
tests that have been applied seem to point in the same direction of 
greater concentration. 

Chairman Clarke seems to think that greater concentration is a 
good thing. He may be right. We make no judgment about this in 
this report. All we are trying to find out is what the level of con- 
centration is. Chairman Clarke said he didn’t know, and he didn’t 
care to know. He said this is not important. 

This, by the way, raises the question in my mind: If he does not 
know what the level of concentration is, how does he know that we 
need more of it or less of it? 

Senator ScuorrreL. What procedure would you recommend to the 
Commission for reducing the relative size of the largest class I carriers 
of household goods or for increasing the size of the lesser carriers to 
provide a greater number of competitors in the larger carrier group? 

Dr. Apams. Senator, we have made no recommendation in this study 
on that point. 

Senator Scnorppe.. I know that you have not, and I was wondering 
whether you had some idea. 

Dr. Apams. I do not want to give you an off-the-cuff opinion on an 
important subject of that sort. 

Seantor Scuorpren. On page 4, conclusion No. 4 (see appendix, p. 
218), you state in your prepared statement that the 25 largest movers 
of household goods has remained a relatively stable group during the 
period 1950 to 1955, and there has been only 1 newcomer in the first 10. 

I was wondering, do you consider that rather remarkable? 

Dr. Apams. Well, it 1s a fact, and that is all we are saying. 

Senator Scnorrren. Does not the same situation prevail, let us say, 
in railroads and steel, automobiles, chemical companies—other major 
industries ? 

Dr. Apams. It may very well, Senator. We made no comment 
about that in this report. 

Again, this is just one index we tried to measure this industry with. 
Nobody has put all the relevant information together in one place. 
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We have tried to do that. We have tried to look at this segment of the 
industry from different points of view, and to report what we found. 

Senator Scnorrrer. On page 96, the last paragraph—the last of 
the paragraph beginning on page 95 (see appendix, pp. 324-325), 
table XXIV. You stated in reference to table XXIV that: 

* * * concentration ratios are sufficiently high that, under definitions of 
monopoly developed in other studies, the movers of household goods may be 
classified as “monopolistic.” 

From the point of view of the public interest, do you see any differ- 
ence between “monopoly”—that is, concentration in a regulated indus- 
try and an unregulated industry ? 

Dr. Avams. I don’t get the full import of your question. 

Senator Scnorrret. From the point of view of the public interest, 
would you see any difference between monopoly—that is, concentra- 
tion—in a regulated industry and in a nonregulated industry ? 

Dr. Apams. My standpoint is this: I do not want to have monopoly 
in a regulated or unregulated industry unless it is absolutely neces- 
sary, and also unless it can be shown to be in the public interest. I 
think that is something we agreed on before. We don’t want to pro- 
mote monopoly for the sake of monopoly; do we? 

Senator Scnorrret. Absolutely not. 

Dr. Avams. If we are going to have it, let us have it only in those 
places where it is going to effectuate some good public purpose. 

Senator Scuorprret. And regulate it in respect as it relates to the 
public interest. 

Dr. Apams. That is correct. Certainly, if we must have monopoly, 
it should be effectively regulated. 

Senator Scuorrret. Now, Mr. Chairman, I believe that is all the 
questions I have that I want to ask, because the time is getting along 
here now. 

I want to submit to the doctor a number of questions that, for the 
completion of the record, I would appreciate his answering. 

Dr. Apams. Would you identify the number of questions you are 
giving me, Senator, please? 

Senator ScHorrret. I am going to do that, and I shall give you— 
now, these will be questions that I am submitting to Dr. Adams in 
line with what we discussed yesterday. It will be listed as “Questions 
for Dr. Adams from Senator Schoeppel.” There will be 17 questions, 
to which I understand the doctor will take time and make brief replies 
for the benefit of the record. 

Mr. Sruuts. Would you like those made public by the committee 
when Dr. Adams’ answers come in? 

Senator Brete. A copy of the questions will be placed in the record 
at this point. When the answers are returned, they will likewise be 
incorporated into the record. 

Senator ScHorrret. I will give a copy to counsel, here. 

(The questions propounded by Senator Schoeppel to Dr. Adams, 
and Dr. Adams’ answers are as follows:) 

Question 1. Professor Adams, you refer to “informed prognosticators.” Who 
are they and what is their competence? 

Answer. In its hearings on ICC Administration of the Motor Carrier Act 
(84th Cong., 1st sess.), the Senate Small Business Committee was told (p. 20) 
ga informed prognosticators of the future of the motor-carrier industry 
in this country foresee the eventual formation of about 200 common-carrier 
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trucking systems and the elimination of most of the present 2,600 individual 
motor carriers in the carrier field. I certainly envision a strong trend in that 
direction. * * *” 

This statement was made by former ICC Commissioner James K. Knudson 
who, during the Korean war, also served as Administrator of Defense Transpor- 
tation. The statement was not challenged by Commissioners Arpaia and Mitch- 
ell who testified, on behalf of the Commission, at the same hearing. The state- 
ment was quoted in the Senate Small Business Committee’s report on the above 
hearings (S. Rept. No. 1693, 84th Cong., 1st sess., p. 15). Certainly, the Commis- 
sion did not, in the course of the current hearings, present factual evidence to 
show that this statement is inaccurate. On the contrary, the Chairman of the 
Interstate Commerce Commission testified as follows: 

“While there obviously has been a certain amount of concentration, in my 
personal opinion there hasn’t been enough concentration. We need more con- 
centration than has occurred if we are going to have a healthy, vigorous motor 
carrier industry.” 

Mr. Clarke then went on to say: “It is like the history of the railroads.” If, 
indeed, the history of the motor-carrier industry is to parallel that of the rail- 
roads, the “informed prognosticators” will be vindicated. In any event, it seems 
unlikely that Mr. Clarke—judging by his testimony—will try very hard to stem 
the tide. 

Question 2. You refer to testimony by transportation specialists, economists, 
and political scientists. Who are these people and how representative are they 
of the groups to which they attribute their authority as witnesses? 

Answer. The Adams-Hendry study makes reference to transportation special- 
ists, economists, and political scientists who testified before the Senate Small 
Business Committee at its hearings on ICC Administration of the Motor Carrier 
Act (84th Cong., 1st sess.), viz: 

Dr. Marver H. Bernstein, associate professor of politics, Princeton Univer- 
sity, who is the author of Regulating Business by Independent Commis- 
sions (Princeton University Press, 1955) ; 

Dr. Lloyd C. Halvorson, economist for the National Grange, who holds a 
doctor of philosophy degree in economics from the University of Minne- 
sota and has been a long-time student of transportation problems; 

Dr. James C. Nelson, professor of economics, Washington State College, who 
is the author of Federal Regulatory Restrictions upon Motor and Water 
Carriers (S. Doe. 78, 79th Cong., 1st sess.) and is generally recognized as 
an outstanding authority in the transportation field ; 

Mr. John Paul Stevens, a practicing attorney from Chicago, who was.a 
member of Attorney General Brownell’s National Committee to Study 
the Antitrust Laws and chairman of its Subcommittee on Regulated Indus- 
tries. 

In addition to the foregoing, who appeared before the committee in person, 
Dr. Dudley F. Pegrum, professor of economics at UCLA and author of The 
Regulation of Industry (Irwin, 1949), submitted a formal statement. One of 
the witnesses also submitted for the record an article from the Yale Law Journal 
by Prof. Samuel P. Huntington, of Harvard University, entitled “The Marasmus 
of the ICC: The Commission, the Railroads, and the Publie Interest.” 

These men, in my opinion, are representative of a majority of disinterested 
scholars who have studied the problem of regulation by independent commissions. 
Others who may be mentioned in this connection include such recognized authori- 
ties as Prof. Eugene V. Rostow, dean of the Yale Law School; Prof. Louis 
Schwartz, Law School of the University of Pennsylvania; Dr. George J. Stigler, 
professor of economics at Columbia University; Dr. Fritz Machlup, professor 
of economics at Johns Hopkins University; Dr. Horace M. Gray, professor of 
economics at the University of Illinois; Dr. Marvin Barloon, head of the de- 
partment of economics at Western Reserve University; Dr. Merrill J. Roberts, 
professor of economics at the University of Florida; and Dr. Robert Nelson, pro- 
fessor of economics at the University of Washington. Further indicative of re- 
cent thought in this field are the reports of Attorney General Brownell’s National 
Committee To Study the Antitrust Laws and the New England Governors’ Com- 
mittee on Transportation. 

Question 8. Do you believe words such as “dramatic.” “alarming,” and 
“momentous” belong in an objective, serious economic study? 

Answer. The purpose of any scholarly study is to seek the truth and to report 
it. If the facts uncovered are, in the author’s opinion, dramatic, alarming, or 
momentous, it is his duty to label them as such—especially when the preserva- 
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tion of free economic institutions is at issue. Even so, it should be noted, the 
Adams-Hendry study generally eschews using the foregoing adjectives, and 
frequently characterizes the actions of the Commission in terms more gentle 
and generous than the facts warrant. 

Question 4. Will you agree that the following quotations from the Associated 
Transport case (38 M. C. C. 137, 162), decided March 16, 1942, is a correct state- 
ment of the congressional policy set forth in the 1940 legislation? 

“The large size of a motor carrier which would result from a unification alone 
does not constitute sufficient ground for denial of an application. Application 
of such a policy would tend to freeze the motor-carrier industry at its present 
level. Such transportation, compared with rail and water transportation, is still 
in its infancy, and arbitrary restrictions upon its natural development into 
larger units solely by reason of comparative size would not be in the public in- 
terest. There are many thousands of motor carriers of property subject to our 
jurisdiction. Many of these are very small, and small motor carriers are neces- 
sary and have a definite place in the industry. On the other hand, it would 
seem that larger motor-carrier systems, comparable in size and strength with 
units of competing forms of transportation, should also have their place in the 
industry. The legislative history of section 5 indicates a clear congressional in- 
tent to encourage unifications, particularly of railroads. In view of the national 
transportation policy, as declared in the act, it cannot be supposed that Congress 
intended that the motor-carrier industry, a coordinate and competing form of 
transportation, should not also be permitted to grow through consolidations, or 
that the mere size of the consolidated company should, of itself, be sufficient to 
warrant denial. Considering the much greater number of motor carriers of prop- 
erty and their size as compared with railroads generally, the need for unification 
in the trucking field is at least as great as in the case of railroads, which have had 
many years of development and now comprise comparatively few systems.” 

Answer. I prefer the statement of congressional policy contained in the 
Supreme Court’s opinion in the McLean case (321 U. S. 67 (1944)), where the 
Commission’s Associated Transport order was reviewed. Said the majority of 
the Supreme Court: 

“Congress however neither has made the antitrust laws wholly inapplicable 
to the transportation industry nor has authorized the Commission in passing 
on a proposed merger to ignore their policy. Congress recognized that the 
process of consolidating motor carriers would result in some diminution of 
competition and might result in the creation of monopolies. To prevent the 
latter effect and to make certain that the former was permitted only where 
appropriate to further the national transportation policy, it placed in the Com- 
mission power to control such developments. The national transportation policy 
requires the Commission to ‘promote * * * economical * * * service and foster 
sound economic conditions in transportation and among the several carriers; 
to encourage the establishment and maintenance of reasonable charges for 
transportation services, without unjust discriminations [or] undue preferences 
or advantages * * *.” The preservation of independent and competing motor 
carriers unquestionably has bearing on the achievement of those ends. Hence, 
the fact that the carriers participating in a properly authorized consolidation 
may obtain immunity from prosecution under the anti-trust laws in no sense 
relieves the Commission of its duty, as an administrative matter, to consider 
the effect of the merger on competitors and on the general competitive situation 
in the industry in the light of the objectives of the national transportation 
policy.” 

Noteworthy also is the dissenting opinion in this case, where Mr. Justice 
Douglas said: 

“IT think that the Commission misconceived its authority under the merger 
and consolidation provisions of the act. I agree that the Commission is not 
to measure motor-vehicle consolidations by the standards of the antitrust acts. 
Such a construction would make largely meaningless, as the opinion of the 
Court demonstrates, the power of the Commission under section 5 (11) to re- 
lieve participants in mergers or consolidations from the requirements of those 
acts. But I think a proper construction of the act requires the Commission 
to give greater weight to the principles of competition than it apparently has 
done here. 

“I agree that the standard of the ‘public interest’ which governs mergers and 
consolidations under section 5 embraces the national transportation policy con- 
tained in the act * * *. 
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“If it were the opinion of the Commission that the policy of the Transporta- 
tion Act would be thwarted unless a particular type of merger or consolidation 
were permitted, I have no doubt that it would be authorized to lift the ban of 
the antitrust laws. But unless such necessity or need were shown I do not 
think the anti-trust laws should be made to give way. Congress did not give 
the Commission carte blanche authority to substitute a cartel for a competitive 
system. It may so act only when that step ‘will be consistent with the public 
interest’ (sec. 5 (2) (b)). But since the ‘public interest’ includes the prin- 
ciples of free enterprise, which have long distinguished our economy, I can 
hardly believe that Congress intended them to be swept aside unless they were 
in fact obstacles to the realization of the national transportation policy. But so 
far as we know from the present record that policy may be as readily achieved 
on a competitive basis as through the present type of consolidation. At least 
such a powerful combination of competitors as is presently projected is not 
shown to be necessary for that purpose. In this case the hand of the promoter 
seems more apparent than a transportation need. 

“For these reasons I would resolve the ambiguities of the act in favor of the 
maintenance of free enterprise. If that is too niggardly an interpretation of 
the act, Congress can rectify it. But if the Commission is allowed to take the 
other view, a pattern of consolidation will have been approved which will allow 
the cartel rather than the competitive system to dominate this field. History 
shows that it is next to impossible to turn back the clock once such a trend 
gets underway.” 

Mr. Justice Black joined in this dissent, and Mr. Justice Murphy dissented 
without opinion. 

May I also point to the report of Attorney General Brownell’s National Com- 
mittee To Study the Antitrust Laws which, after a thorough review of the cases, 
said (at pp. 267 and 269) : 

“All other factors being equal, the policy of the antitrust laws would clearly 
favor competition by two [carriers] to service by one. If, therefore, the statu- 
tory standard of ‘public interest’ gives any effect at all to antitrust policy, in 
a case in which all other factors neutralize one another, it should require a reg- 
ulatory agent to resolve such an issue in favor of competition rather than 
monopoly. 

“Even in the areas where Congress has adopted the policy that ‘competition’ 
may not have ‘full play,’ we feel that unless Congress has expressly provided 
to the contrary, the regulatory guide consistent with the ‘public interest’ as 
applied to mergers must ‘include the principles of free enterprise which have 
long distinguished our economy.’ It is no longer subject to challenge that 
‘competition is a relevant factor in weighing the public interest.’ ” 

Finally, I invite your attention to a fact which Professor Hendry and I dis- 
cussed at the hearings, viz, that the Associated Transport merger was an 
abysmal failure. It would be difficult indeed to argue that Congress, through 
the National Transportation Policy, sought to encourage such consolidations in 
order to promote the public interests. 

Questions. In connection with the standard which you have stated you would 
apply in deciding cases under section 5, namely, by denying applications if the 
transaction would lessen competition, unless efficiency of operations will be 
increased and there is a clear showing that the public will get the benefits of 
lower rates and better service— 

5. Did your study include an effort to determine in how many proceedings 
under section 5 between 1950 and 1956 was a contention made by any parties 
to the proceeding that competition would be restrained? 

6. Are you aware of the fact that such a contention, that competition will 
be restrained by the transaction, is one hardly ever made in a section 5 motor- 
truck proceeding? 

7. Did your study reveal that the protestants in these cases are almost always 
competing carriers? 

8. Did your study reveal to you the fact that, in volume 56 MCC of Motor 
Finance cases, the Index Digest cites only one motortruck case as involving 
the question of elimination of competition, and that application was denied; 
that volumes 57, 58, 59, and 60 have no motortruck cases noted in the Index 
Digest under the heading “Competition,” indicating that undue restraint or 
elimination of competition had been raised as an issue? 


95504—57——-14 
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Answers. As a general proposition, it can be said that most mergers under 
section 5 will have some impact on competition. The nature of that impact 
will depend on the kind and size of merger under consideration. 

In this connection, it is useful to distinguish three types of mergers, viz, the 
“horizontal,” merger which involves carriers operating in the same general 
territory; the “vertical” merger, which involves connecting carriers; and the 
“conglomerate” merger, which involves carriers engaged in different segments 
of the industry such as general freight carriers and petroleum haulers, for 
example. Each of these will have a different effect on competition. The 
“horizontal” merger will reduce the number of carriers serving a particular 
route segment or a particular set of shippers. The “vertical” merger will 
enable the combining carriers to offer a single-line service and thus to gain a 
competitive advantage over other carriers which do not enjoy that privilege. 
The “conglomerate” merger may impart to the combining carriers such non- 
market power as advantages in litigation, politics, public relations, and finance. 

Your questions seem to imply that competition is eliminated or restrained 
only through “horizontal” mergers. With this I respectfully disagree. The 
Adams-Hendry study cites numerous cases where the effect of “vertical” 
mergers may seriously jeopardize the ability of small carriers to compete on an 
equal footing. This is especially true in the household moving field, where each 
acquisition by the giant van lines deprives the independent movers of interlining 
opportunities. (The giant van lines generally do not permit their agents to 
interline or interchange with carriers outside the van line system.) Thus, while 
the effect of “vertical” mergers on competition may be difficult to measure in 
quantitative terms, it exists and certainly cannot be ignored. 

Even if we confine our attention to “horizontal” mergers, however, it is note- 
worthy that one of the largest section 5 transactions discussed in the Adams- 
Hendry study involves the elimination of horizontal competition. I invite your 
attention to docket MC-F-5783, where the Pacific Motor Trucking Co. (PMT), a 
wholly owned subsidiary of the Southern Pacific Railroad (So-Pac) and already 
one of the largest trucking companies in the Pacific coast regions, proposed to 
acquire Pacific Freight Lines (PFL), one of the largest, if not the largest, inde- 
pendent motor carriers in the same area. In this case, the hearing examiner 
found that— 

“The very liberal consideration to be paid in the transaction might be war- 
ranted from the standpoint of the purchaser, by removing PFL, one of the 
largest, if not the largest motor carrier in the Pacific coast area, as a formidable 
competitor of PMT and its parent railroad, which appears to be the primary 
objective of the proposal. In that connection PMT’s president stated that ‘if we 
are authorized to purchase the certificates of Pacific Freight Lines and merge 
them with presently owned PMT certificates, * * * we will in effect have re- 
moved one competitor from the field of competition with other independent 
trucklines.’ It is apparent that, at the same time it would eliminate a strong 
competitor of PMT and the railroad. In the opinion of the examiner, this 
record fails to establish that the resulting restraint of competition, in the light 
of all other circumstances of this case, would be consistent with the public 
interest. As already indicated, in view of the extensive duplications, the appli- 
cant-vendee has no need for a substantial portion of the operating rights to be 
acquired, restricted or unrestricted, as they would add but little to its present 
authority. Yet, the effect would be to deprive the shipping public of an all-motor 
service over the routes, and of all service over certain routes, which service has 
long been continuously provided by PFL both on its own account and as an inter- 
change outlet for other independent motor carriers.” [Emphasis supplied.] 

Therefore, the hearing examiner refused to find that— 

“* * * the proposed transaction would be consistent with the public interest, 
that the terms and conditions would be just and reasonable, and, in effect, that 
the antitrust laws should be rendered inapplicable.” 

While the Commission, despite the hearing examiner’s strong recommendation 
to the contrary, decided to approve this merger, it can hardly be said that 
“horizontal” competition was not an issue in this important case. 

In specific answer to your question 7, I agree that protestants generally are 
competing carriers. 

In specific answer to your question 8, I respectfully point out that the Index 
Digest in the Motor Carrier cases, in my opinion, cannot be regarded as a 
complete or necessarily accurate content analysis of Commission de¢isions. 
Even so, the Index Digest for volumes 56 through 60 lists numerous cases under 
the heading of “Competition,” where the structural impact of proposed com- 
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binations is at issue. It would be erroneous, I think, to confine our attention 
only to those cases where the elimination of “horizontal” competition is cited 
in the Index Digest. 

Question 9. What did your study reveal are the contentions usually made by 
the protesting competing carriers in section 5 proceedings? 

Answer. Among the contentions usually made in section 5 proceedings are 
the following: That the merger would result in the establishment of a new, 
single-line service for which no need has been shown; that protestants are 
serving the same general area and are meeting all reasonable needs of shippers 
and receivers ; that protestants have expended their funds and energy to develop 
facilities for the handling of existing traffic and are, therefore, entitled to pro- 
tection against competing services; that the authorization of a new single-line 
service would dilute available traffic and undermine the financial stability of the 
industry ; that the operating ratios of protestants are so high as to indicate an 
“overcrowding” of the field; that the purchase price to be paid for vendor’s 
rights is excessive; that vendor’s rights have become dormant; that vendee has 
engaged in unlawful operations or is guilty of some other infraction of Commis- 
sion regulations; that the merger would authorize “dual” operations and thus 
afford the opportunity for discriminatory practices; that the merger would, 
contrary to congressional policy, permit railroad entry into the motor carrier 
field ; that the merger would involve an elimination of “horizontal” competition. 
These are some, but by no means all, the contentions made by protestants in 
section 5 proceedings. 

Question 10. Are you not aware that the contention usually made by pro- 
testing competitors in these proceedings, both large and small, is that there will 
be an intensification of competition for the available traffic as a result of 
the unified service and that, whereas they did not consider the selling carrier 
any real competition, their operations will be seriously affected by the increased 
competition ? 

Answer. Part of the answer to this question has already been given in response 
to questions 5 through 9. Two additional comments, however, seem in order. 
First, a merger of the “vertical” variety may both increase and decrease compe- 
tition. It may increase competition by enabling vendee to offer a single-line 
service which he was unable to render before, and thus place vendee in an ad- 
vantageous position with respect to those of his rivals who do not enjoy the same 
privilege. It may lessen competition by placing other carriers in the area, 
which are not permitted to offer such a service, at a serious disadvantage, and 
may ultimately force them out of the industry—through merger or bankruptcy. 
Second, the crucial question, as I tried to emphasize repeatedly during the hear- 
ings, is whether the Commission pursues a uniform and consistent policy with 
respect to all carriers. Again I say, if nationwide rights are an economic asset 
to the giant van lines and an economic benefit to the public, the Commission 
should so rule—not only with respect to Allied, Aero-Mayflower, North Ameri- 
can, and United, but also with respect to smaller carriers who submit extension 
or merger applications. Unless the Commission does so, it is quite clear that, in 
the long run, the smaller carriers will not be able to survive under the Com- 
mission’s regime of unequal competition. You cannot have a fair footrace when 
some contestants are weighed down by ball and chain. You cannot, at any rate 
be sure that the best man will win the race. 

Question 11. Did you make any study to determine in how many proceedings 
under section 5, the Antitrust Division, Department of Justice, intervened in 
opposition and contended that a restraint of competition would result contrary 
to the intent of the antitrust laws? 

Question 12. Did you make any inquiry as to why the Antitrust Division 
intervened in so few of these proceedings during the period stated in order to 
state its views and position in connection with the antitrust laws? 

Question 13. What, in your opinion, is the reason for the Antitrust Division 
not intervening in these proceedings, if, as appears to be your view, the Com- 
mission has followed the practice of approving transactions and ignored the 
fact that competition is restrained or eliminated? 

Answers. Under section 5 of the Interstate Commerce Act, as amended, Con- 
gress vested in the Commission the duty to regulate combinations and consoli- 
dations among carriers by rail, motor, and water. Congress did not specify that 
the Department of Justice be made a party to such proceedings before the Com- 
mission. Nor did Congress declare that the Department of Justice shall be noti- 
fied of the filing or pendency of such proceedings. All that Congress has done 
s to provide that, if and when any party to a section 5 proceeding before the 
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Commission feels aggrieved by a Commission order and if such party files suit 
to set aside said order, the United States becomes a necessary party to the suit 
and the Attorney General must answer on behalf of the United States. The 
Attorney General can then choose to defend the Commission order or confess 
error on behalf of the United States. Thus the legislative scheme contemplates 
that the Department of Jusice first becomes involved in merger proceedings 
when an aggrieved party sues to set aside a Commission order. In the absence 
of such action, there is no provision for notification of the Department of 
Justice that a merger proceeding is pending. (However, Congress has not af- 
firmatively barred intervention by the Department before the Commission, and 
the Department reserves the right, if the complaints made to it are serious and if 
its limited resources for antitrust enforcement permit, to intervene in merger 
proceedings before the Commission. ) 

A look at sections 7 and 11 of the Clayton Act, as amended, also makes it 
clear that Congress intended that the Commission assume primary responsibility 
for regulating combinations among surface transportation companies. Section 
7 of the Clayton Act provides that stock and asset acquisitions in interstate 
commerce are unlawful, where the effect of such acquisitions “may be substan- 
tially to lessen competition, or to tend to create a monopoly.” However, noth- 
ing contained in section 7 was to “apply to transactions duly consummated 
pursuant to authority given by the * * * Interstate Commerce Commis- 
sion * * * under any statutory provision vesting such power in such Commis- 
sion * * *.” Section 11 provides— 

“That authority to enforce compliance with sections 2, 3, 7, and 8 of this Act 
by the persons respectively subject thereto is hereby vested in the Interstate 
Commerce Commission where applicable to common carriers subject to the 
Interstate Commerce Act, as amended * * *. Whenever the Commission or 
Board vested with jurisdiction thereof shall have reason to believe that any 
person is violating or has violated any of the provisions of sections 2, 3, 7, and 
8 of this Act, it shall issue and serve upon such person and the Attorney Gen- 
eral a complaint stating its charges in that respect * * *. The Attorneoy Gen- 
eral shall have the right to intervene and appear in said proceeding and any 
person may make application, and upon good cause shown may be allowed by the 
Commission or Board, to intervene and appear in said proceeding by counsel or 
in person * * *,” 

After a proceeding under section 11 is concluded, however, “no order of the 
Commission or Board or the judgment of the court to enforce the same shall 
in anywise relieve or absolve any person from liability under the antitrust acts.” 

The foregoing makes it clear, I think, that Congress, in section 5 of the Inter- 
state Commerce Act and in sections 7 and 11 of the Clayton Act vested primary 
responsibility for surface transportation mergers in the ICC. The Commis- 
sion is hardly in a position to argue that failure by the Antitrust Division to 
intervene in section 5 proceedings before the Commission indicates that Com- 
mission decisions in this field have not had an adverse effect on competition. 
Moreover, I am not aware of any proceedings instituted by the Commission 
with respect to a motor carrier combination under sections 7 and 11 of the 
Clayton Act—the only kind of merger proceeding where the Attorney General 
is involved as a matter of statutory right. There is no getting around the fact 
that it is the Commission’s and not the Attorney General’s primary responsi- 
bility to prevent a possible lessening of competition and possible tendencies 
toward monopoly which may flow from approval of motor carrier mergers and 
consolidations. Protection of the public interest in this field depends on the 
Commission’s intelligent use of its vaunted “administrative expertise.” 

Question 14. Table VI, second control group, paragraph 2, Pacific Inter- 
mountain Express. (Notre.—Collett Tank Lines is shown here in table VI, and 
is also shown in table X, item 21, as a liquid-petroleum carrier. Quotations 
are from Adams’ reply.) Is the revenue of Collett Tank Lines ($2,395,000) 
included in the total general freight revenue of $2,681 million which is used as 
the denominator in percentage computations for this table? (Dr. Adams has 
not included the Collett revenue ($2,395,000) in the total of the table, but has 
included it in the total of the control group in paragraph 2 of table VI; there- 
fore, the percentage is wrong. ) 

Question 15. Was the fact that this amount was included in the numerator of 
a control group total an “error of computation’? 

Answer. Respectfully, I point out that these questions indicate a misinter- 
pretation of table VI. The purpose of this table was to compare the percentage 
of revenues earned by certain control groups in 1950 and 1955. As long as the 
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same items went into the numerators and denominators for both years, the re- 
sulting percentages afford a fair basis for comparison. Alternative methods of 
computation would yield similar results. Let me illustrate this by reference to 
Pacific Intermountain Express which you mention in your question. Table VI 
indicates (subject to certain footnote information) that the PIE group earned 
revenues of $16,338,779 in 1950, and $56,394,641 in 1955. The growth in revenues 
represents a relative increase of 245 percent—as compared to a relative increase 
of 66 percent in revenues for all class I common carriers (intercity) and a rela- 
tive increase of 21 percent in the average revenue per carrier in the class I 
common carrier (intercity) category. (Compare table XII in the Adams-Hendry 
study.) Put differently, table VI in the Adams-Hendry study shows that the 
PIP group increased its percentage control among class I common carriers of 
general freight (intercity) from 0.98 percent in 1950 to 2.10 percent in 1955, 
while the alternative index of the growth in the PIP control group shows that 
its revenues increased by 245 percent whereas the increase for all class I com- 
mon carriers (intercity) was 66 percent and the average for such carriers was 
21 percent. Obviously, therefore, table VI does not point to a misleading con- 
clusion. The fact is that, regardless of the yardstick used, the PIE group in- 
creased its relative share among general freight carriers as well as among all 
class I common carriers (intercity) between 1950 and 1955. This the Commis- 
sion cannot deny. Nor can the Commission challenge the statistical validity of 
our table VI in this respect. As long as the same items were used to arrive at 
the percentages for 1950 as for 1955, a valid comparison of the 2 years can be 
based on these percentages. 

My specific answer to question 15 is “No.” This was not an error of compu- 
tation—for the reasons indicated above. 

Question 16. How many other cases are there in table VI where revenues are 
included in group numerators, but not in class I total denominators? 

Answer. Fewer than 25 such cases are included in table VI. Again I say, how- 
ever, that this does not detract from the comparability of the 1950 and 1955 data 
in any way. Again, I suggest that it is the comparison between 1950 and 1955 
which is the purpose of table VI. 

Question 17. Did you separate merger and consolidation revenues from the 
total revenues shown in tables V, VI and VII? 

Answer. No. Even if we had had the resources to undertake this task, it would 
have been extremely difficult. However, rough estimates are possible. For 
example, the Adams-Hendry study estimates that approximately two-thirds of 
the PIF group’s increase in revenues between 1950 and 1955 was directly attribut- 
able to mergers and acquisitions. 


Senator ScuorrreL. Now, I would like to say this, Mr. Chairman: 
Yesterday I offered for the record a part of a telegram to the other 
reporter. I gave the reporter the entire telegram, which consisted 
of 14 additional pages that were not read into the record. 

In keeping with what Senator Sparkman said here this morning, 
if the other reporter can return, at her earliest convenience, that tele- 
gram—because I have no copy of it—I believe the entire telegram 
should be made a part of the record, because it does set out specifically 
in a series, in a number of pages, a series of corrections or, as they 
consider should be made, or some erroneous conclusions that they 
have drawn, and requests as to what should be considered in the 
actual record in its final form. 

Senator Brste. It will be understood that the entire telegram will 
be incorporated in the record. 

(The telegram referred to appears at pp. 119-123.) 

Mr. Srouuts. We have that telegram back. It came into the office 
about 9:30 this morning. We shall duplicate it and give you the 
original. 

Senator Scuorrren. I would like to say I will take this up with the 
chairman of the committee and the staff, here. I want permission to 
place in the record other letters in line with what Senator Sparkman 
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indicated here this morning would go into this report, where they 
make some suggestions as to certain changes and modifications. 

Then, I would like to have permission to consider some mail and 
some statements that I received this morning. 

Senator Brete. The record will be kept open for the purpose of 
permitting you to furnish that to the staff for inclusion in the record. 

Senator Scuorrret. I think that is all, now, that I have at this time. 

Senator Brstz. Dr. Adams, you suggested to the Chair that you 

might possibly want to make some comments on the questions that 
have been asked of you by Senator Schoeppel ? 

Dr. Apams. No. 

Senator Brete. You understand what must be done ? 

Dr. Apams. I understand what is to be done. I simply want to 
thank the committee, the chairman, and all the members of the com- 
mittee for the courtesy, kindness, and patience shown Dr. Hendry and 
me. It is very flattering, indeed, for a couple of obscure college pro- 
fessors to receive this much attention. 

Senator Bratz. The record will be kept open for a period of 2 weeks 
for such communications and letters as may be desired to be placed 


in the record. ; 
(The following letters were subsequently received by the Com- 
mittee :) 


(July 22 ,1957, letter from Raiph M. Bowman, president, Bowman Transporta- 
tion, Inc., East Gadsden, Ala., to Senator Sparkman) 


BOWMAN TRANSPORTATION, INC 
Hast Gadsden, Ala., July 22, 1957. 
Hon. JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR SPARMAN: I am president of Bowman Transportation, Inc., a 
common earrier by motor vehicle operating in interstate commerce. My com- 
pany operates principally in the Southeastern States of Alabama, Tennessee, 
Georgia, Florida, North Carolina, and South Carolina, primarily in the trans- 
portation of general commodities. Our home office is at East Gadsden, Ala., and 
we maintain terminals in all of the States I have listed. .We employ 325. 

I am writing this letter because of my concern over accounts I have read of 
hearings being conducted by the Select Committee on Small Business relating to 
the so-called merger policy of the Interstate Commerce Commission for trucking 
companies. I am particularly concerned over reports I have read about a staff 
report condemning the Commission for allegedly favoring the buildup of large 
trucking concerns while discriminating against small carriers. Please feel free 
to include this letter as a part of the record concerning such hearings. 

My company is neither a large nor a small carrier. During 1956, Bowman 
Transportation, Ine., had gross revenues of $3,894,566. By comparison, its gross 
revenues in 1950 were $1,310,446. During this period of time we had one merger, 
taking over a company which otherwise would have been bankrupt. We now 
have another merger pending and have recently begun to operate under the inter- 
state authority and properties of the carrier we seek to merge by virtue of the 
grant by the Commission of temporary authority to lease. This other carrier 
was also on the verge of bankruptcy at the time we began operations under the 
temporary lease. I am satisfied that, in both of these cases, had Bowman Trans- 
portation, Inc., been denied the right to take over these carriers, the carriers 
would have gone out of business to the obvious detriment of their customers, 
their creditors, their employees, and their owners, which is indicative of the fact 
that the trucking industry cannot stand still, it either must go forward or back- 
ward. 

I cannot speak on the ecomonic philosophy that should govern the Commission 
in cases involving mergers or common control. It seems apparent to me, how- 
ever, that if mergers are to be eliminated or restricted to those among the small- 
est of carriers, every motor carrier (certainly Bowman Transportation, Inc.), 
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its customers, creditors, employees and owners will be greatly damaged. Bow- 
man Transportation, Inc., has been on both sides of the fence in cases before 
the Commission as purchaser and as a party in opposition to proposed purchases, 
We have not always been on the winning side. Indeed, we have lost when we 
were seeking authority to merge. 

I have not always agreed with the Commission’s conclusions in these pro- 
ceedings. However, I have always believed that the Commission has dealt fairly 
with the parties before it. I have never felt that the Commission’s conclusions 
favored the large as against the small carriers. Indeed, I believe the history 
of Bowman Transportation, Inc., shows that the Commission’s decsions have made 
it possible for the small carrier to grow while at the same time protecting the 
customers, creditors, employees, and owners of other small carriers against the 
complete loss which would follow undue restriction of mergers. 

Respectfully, 
BowMAN TRANSPORTATION, INC., 
RAteH M. BowMan, President. 


(July 23, 1957, letter from George T. Howard, president, Howard Van Lines, 
Inc., Dallas, Tex., to Senator Sparkman) 


Howarp VAN LINES, INC., 
Dallas, Tex., July 23, 1957. 
Hon. JoHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
Senate Office Building, Washington, D.C. 

Dear Sire: Having reviewed the report by Dr. Walter Adams and Dr. James 
B. Hendry, which was prepared for the Select Committee on Small Business, 
and having noted that said report refers to this company but only partially re- 
views the case which we had before the Interstate Commerce Commission, we 
respectfully invite your attention to a full review of all facts and would present 
a more complete record for your consideration. 

3riefly, the history of this case involves two parts, the first of which was the 
filing of an application with the Interstate Commerce Commission for the pur- 
chase by this company of certain operating authorities which, if approved, 
would have enabled us to render single-line service to shippers of household 
goods from the States already served by this company into the Northwestern 
States. 

The above application was denied by the Commission but a petition for re- 
consideration was filed, based upon the merger of this and the other two small 
companies (namely, McHugo Transfer Co. and Campbell Transfer & Storage 
Co.), through which operating economies, improved safety, and other advantages 
would accrue. 

The Commission granted the petition for reconsideration and, as of February 
26, 1957, division IV entered an order approving these mergers and, after peti- 
tion for reconsideration by the opponents had been denied, the fuil Commission 
sustained the action of the division and approved said mergers. 

A review of the report by Dr. Adams and Dr. Hendry indicates that their 
reference to this company was based entirely upon the initial petition, which 
did not concern a merger but was a purchase petition. We, of course, do not 
understand why the review of our case did not disclose the entire record but 
we hope that the above will serve to clarify the matter since it has been our 
observation that the Interstate Commerce Commission is entirely sympathetic 
with the economic trends and particularly with reference to the approval of the 
merging of small carriers which would result in better service to the shipping 
public and at the same time effect economies in operations resulting in stronger 
and more capable operations. 

A rather significant point in our case is the fact that, while the world’s largest 
household goods carrier, Allied Van Lines, opposed the purchase application, 
they withdrew as opponents to the merger application. 

The above information is submitted to you for the sole purpose of clarifying 
the records. 

Respectfully yours, 
Howarp VAN LINEs, INC., 
Geo. T. Howarp, President. 
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Mr. Cuarxke. Will it be kept open for the purpose of the Commis- 
sion filing a mpplementary statement, in view of the statements made 
by Dr. Adams? 

Senator Bretz. The record will be kept open for the same length of 
= for the Commission to file a supplementary statement. (See pp. 

1-90.) 

Mr. Mrrcnetx. I am Commissioner Mitchell, of the Interstate Com- 
merce Commission. 

I informed the committee at the last meeting that during the 12 
months which ended October 31, 1956, the Commission had decided 
2,543 applications for operating rights. Of these, 1,984 were granted 
in whole or in part, and 559 were denied. 

At that time, I was asked how many of the grants were for opera- 
tions by carriers who previously did not have operating authority and 
how many were extensions of existing authorities. As I did not have 
those figures at the time, I agreed to supply them later. Of the total 
of 1,984 grants, 1,861 embraced property grants, and 123 were pas- 
senger rights; 1,628 grants were for extensions of operating com- 
panies; 233 were new operations by new companies. That is covering 
property. In the passenger, there were 103 extensions of presently 
operating companies, and 20 new operating companies. 

So the Commission put into the field 253 new competitors. 

Thank you. 

Senator Bratz. Thank you, Commissioner Mitchell. 

Are there any further statements for the record ? 

If not, this hearing stands in adjournment. 

(Whereupon, at 11:20 a. m., the committee adjourned.) 
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FOREWORD 


This study of concentration in the trucking industry was prepared 
for the use of the Senate Small Business Committee by Dr. Walter 
Adams and Dr. James B. Hendry, both of the Department of Eco- 
nomics, Michigan State University, East Lansing, Mich. 

Inquiry by this committee in 1955 and 1956 into the administration 
of the Motor Carrier Act of 1935 by the Interstate Commerce Com- 
mission (Competition, Regulation, and the Public Interest in the Mo- 
tor Carrier Industry, S. Rept. No. 1693, 84th Cong., 2d sess., and ICC 
Administration of the Motor Carrier Act, hearings before the Select 
Committee on Small Business, United States Senate, 84th Cong., 
ist sess., 1955), disclosed the need for an examination of the Commis- 
sion’s policy, or lack of policy, toward the mergers that had taken place 
in the trucking industry during the past 6 years. 

Dr. Walter Adams, economic consultant to this committee at inter- 
vals since 1951 and a member of the Attorney General’s National Com- 
mittee To Study the Antitrust Laws, and Dr. James Hendry, a spe- 
cialist in public utility and transportation economics, have made such 
a study, and this report is the product of their joint effort to analyze 
the Commission’s actions in this field. 

The committee wishes to thank the Interstate Commerce Commis- 
sion for its cooperation in making available to the authors the statis- 
tical data on which this report is based. Every effort has been made 
to present this material, unavailable elsewhere, as accurately and 
clearly as possible. Naturally, the committee cannot and does not 
assume responsibility for the conclusions and opinions contained in 
the report, since they are the authors’ alone. There has not yet been 
an opportunity for the committee to explore these findings through 
hearings or other formal action; thus, this is presented as an ex parte 
staff study. The subject is, however, one in which the committee has 
the deepest interest, and it is hoped that publication of the study will 
focus public attention on the very significant question of concentration 
in the trucking industry. The paucity of data and literature on the 
subject is indicative of the lack of attention that has been given to 
this aspect of the motor-carrier industry in the past. Of special con- 
cern to this committee is the impact that the merger pattern has on 
the small truckers of the Nation. It is hoped that distribution of this 
study will result in examination by Congress, the Commission, and 
the industry, of the implications of the activities in this field during 
the past 6 years and in appropriate legislative or policy changes if 
found to be necessary. 

JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
United States Senate. 
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TRUCKING MERGERS, CONCENTRATION, AND SMALL 
BUSINESS: AN ANALYSIS OF INTERSTATE COMMERCE 
COMMISSION POLICY, 1950-56 


INTRODUCTION AND CONCLUSIONS 


In November 1955, during a hearing before the Senate Small Busi- 
ness Committee, an official of the giant Pacific Intermountain Express 
Co. was quoted as follows: 


The year 1955 has been the most active year for trucking mergers in the history 
of the trucking industry. * * * 

The merger climate is favorable down in Washington, much more favorable 
than * * * 5 years ago. 

The resistance is less. Most of the expanding trucklines have decided that 
it is an unnecessary waste of time and money to oppose a competitor’s merger 
application if the competitor will also get the idea. And many of the railroads 
have come to the conclusion that it would be better to have a few strong law- 
abiding trucklines to compete with, than to cope with the ICC’s financial inability 
to keep 2,000 little ones in line.’ 


The committee was informed that the largest trucklines no longer 
try to acquire transcontinental operating rights in “one fell swoop,” but 
instead achieve the same goal by buying up rights on a piecemeal basis. 
Informed prognosticators, the committee was told— 


foresee the eventual formation of about 200 common-carrier trucking systems 
and the elimination of most of the present 2,600 individual motor carriers in the 


carrier field.’ 


The Commission, according to some witnesses, seemed to condone 
mergers and acquisitions by the big, while stifling growth and expan- 
sion of the small. 


In the course of the hearings, other charges were made. A trans- 
portation specialist, for example, found little evidence— 


that regulatory agencies systematically take stock of their own policies and 
decisions in terms of the broad public interest.* 


An economist, mindful of the impact of Commission policy on indus- 
try structure and performance said : 


If public policy imposes restrictions on competition, or continues present re- 
striction, the attributes of motor transport will remain, but monopolistic situa- 
tions will remain * * * and motor trucking concerns will grow to larger size 
than economies warrant. Indeed, big business may take over, not because of 
competition but because of a protective policy administered for the purpose of 
limiting competition and protecting competitors.* 


1U. S. Congress, Senate, ICC Administration of the Motor Carrier Act, hearings before 
Select Committee on Small Business, U. 8. Senate, 84th Cong., 1st sess., November 30, 
December 1 and 2, 1955 (Washington: Government Printing Office, 1956), pp. 18-19. 
21d., p. 20. 
Jd.. p. 248. 
Id., pp. 466-467. 
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A political scientist, observing the policy proclivities of the Com- 
mission, warned: 


Because of its affiliation with the railroads the Commission has, like them, 
become a defender of the status quo. To this end it has maintained an outdated, 
formalistic type of procedure. It has been slow to introduce the most simple 
and accepted new techniques of modern management. It has failed to develop 
effective devices for representing the public interest. It has neglected adminis- 
trative planning, and has failed to develop a coherent transportation policy aside 
from that of giving the railroads what they want.* 

These allegations prompted the committee to initiate a staff study to 
examine the. merger record in the trucking industry over the last 6 
years. The purpose was to assemble, sy stematize, and evaluate factual 
data so as to gain some insight into the Commission’s administration of 
section 5 of the Interstate Commerce Act and to discover if, as a 
result of mergers and acquisitions, there were any discernible trends 
toward concentration in the trucking industry or discriminations 
against small carriers and shippers. 

Section 5 (2) (b) of the Interstate Commerce Act empowers the 
Commission to authorize and approve mergers, acquisitions, consolida- 
tions, and leases on such terms as it deems “just and reasonable,” if it 
finds that the merger “will be consistent with the public interest. 
Section 5 (2) (c) requires the Commission, in passing upon proposed 
mergers, to give weight to the following considerations, among others : 
“(1) The effect of the proposed transaction upon adequate trans- 
portation service to the public, * * * (3) the total fixed charges re- 
sulting from the transactions, and (4) the interest of the carrier em- 
ployees affected.” Within the broad limits of these general statutory 
provisions the Commission’s judgment is, under sec tion 5 (11), “ex- 
clusive and plenary.” Moreover, carriers and individuals participat- 
ing in an approved merger are, under section 5 (11) specifically 
exempted— 


from the operation of the antitrust laws and of all other restraints, limitations, 
and prohibitions of law, Federal, State, or municipal, insofar as may be necessary 
to enable them to carry into effect the transactions so approved, and to hold, 
maintain, and operate any properties and exercise any control or franchises 
acquired through such transaction. 

Responsibility for regulating merger activity in the industry thus 
rests squarely with the Commission. In light of the many complaints 
of small shippers and truckers, it is necessary to explore further the 
Commission’s exercise of its public trust. Without detailed knowl- 
edge of the policy position of the Commission, and the industrywide 
effects of that policy, there can be no evaluation of the complaints, or 
constructive recommendations to the appropriate legislative commit- 
tees and various executive departments. This is why the following 
study was undertaken. 

This study makes a beginning appraisal—an appraisal of the effects 
of regulation on the trucking industry. It represents the tedious, but 
vital ‘assembly of relevant factual materials from a prodigious record, 
and the inference therefrom of insights to guide future policy affect- 
ing this important component of our transportation network. Based 
on a study of statistics and dockets specified in later pages of this 
study, the authors have drawn several conclusions which can be sum- 
marized briefly in these introductory remarks. 





5Id., 280. See also Samuel P. Huntington, The Marasmus of the ICC: The Com- 
mission, "the Railroads, and the Public Interest, the Yale Law Journal, April 1952. 
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1. CONCENTRATION IS INCREASING 


The findings tend to substantiate the charges that concentration has 
grown in recent years, and that large truckers, primarily, have re- 
ceived favorable treatment in this growth process. Most alarming 

of all, this appears to take place without any clear showing by the 
Commission that its policies reflect a sound economic analysis of the 
industry. 

The basic economic legislation of this country is largely directed 
toward the preservation of a competitive private enterprise system. 
To be sure, Congress intended that some industries, like trucking, 
should not be entirely free. But, in the Motor Carrier Act, Congress 
entrusted the Commission with the regulation, not the elimination, of 
competition. 

The study confirms the impression that the Commission has 
allowed the trucking industry to become increasingly concentrated. 
There are several dimensions to the problem of concentration, but 
all point up the same conclusion—that the larger carriers are in- 
creasing their relative share of total earnings in ‘the industry. This 
is true whether one looks at the industry as a whole or at some of 
the specialized segments, at national or regional classifications. To 
be sure, the degree of concentration—at least in some segments of the 
industry—is not impressive when compared to the concentration found 
in oligopolized manufacturing industries. But the trend is unmis- 
takable, and in many instances shows signs of accelerating. As Jus- 
tice Jackson has observed, “it is immaterial that the tendency is a 
creeping one rather than one that proceeds at full gallop.” One need 
not “await arrival at the goal before condemning the direction of the 
movement.” 

2, CONCENTRATION INCREASES THROUGH MERGERS 


Second, there is evidence that, increasingly, groups of carriers have 
been brought under common control with one or another of the larg- 
est trucking firms. This common control extends in all directions— 
horizontal, ‘vertical, and conglomerate. Some control groups combine 
competing carriers; others combine connecting carriers; others cut 
across specialized lines and link diverse and noncompeting activities 
such as, for example, carriers of general freight with haulers of auto- 
mobiles or petroleum products. It is impossible to measure the pre- 
cise effect of common control groups on competition, but it is clear 
they tend to increase the degree of concentration. 


LARGEST CARRIERS FARE BEST IN GETTING MERGER APPROVALS 


The apparent indifference of the Commission to such concentration 
is also shown in the disparate treatment accorded the merger applica- 
tions of large and small truckers. To be sure, the Commission, under 
the transfer rules of section 212 (b), approves a considerable number 
of combinations involving a total of less than 20 vehicles. However, 
under section 5, which covers what may be termed “competitively sig- 
nificant” consolidations, the record shows that the very largest carriers 
(numer ically no more than 2 percent of all trucking firms) accounted 
for roughly 37 percent of all applications placed before the Commis- 
sion between Janu: iry 1, 1950, and June 27, 1956. On the average, the 
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very largest firms filed 30 times as many section 5 applications as the 
other 98 percent of the carriers in the industry. What is more, the 
average size of these combinations proposed by the very largest car- 
riers was substantially larger than that of other carriers. This in 
itself seems verification of the statement that the “climate for mergers” 
is good, for otherwise these applications would not have been made. 
But in addition, the approval rate, under section 5, for the large 
truckers is greater than that for the smaller carriers. 


4. HOUSEHOLD-GOODS MOVERS HIGHLY CONCENTRATED 


A case study of one of the important industry sectors—the movers 
of household goods—substantiates, in somewhat greater detail, the 
= tendencies already noted. Concentration among the movers is 

igh and it has remained stable. The four leading firms account for 
approximately half the gross revenues of class I movers, and on a 
regional basis the ratios are even higher. The apparent stability is 
misleading, however, for the rate of growth of the large movers is 
much more rapid than their smaller rivals. This accounts for their 
ability to retain the same share of the total market in the face of an 
increase in the number of class I carriers. The conclusion seems war- 
ranted that new entry has done little to disturb prevailing market 
patterns. There are also reasons to assume understatement of con- 
centration due to the nature of carrier reporting which obscures the 
relation between the major van lines and their agents. The data 
also fail to show sources of power other than mere market position— 
such as access to financing and ability to wage lengthy litigation 
before the Commission. 


5. LITTLE CONSISTENCY IN ICC APPROACHES OR DECISIONS 


In these authors’ opinion, a content analysis of Commission opin- 
ions indicates the Commission’s failure to “systematically take stock of 
(its) own policies and decisions in terms of the broad public interest.” 
The Commission seems to follow a vague and vacillating policy toward 
the carriers it regulates—a policy that shows little underlying con- 
sistency in approach or decision. What is embraced in one opinion 
as a natural and inevitable result of the economic facts of life is 
rejected in a second as not shown to be in the public interest. Where 
the fears of competitors are waved aside in one instance, the probable 
plight of competitors is of great importance in another. 


6. LARGE AND SMALL CARRIERS DIFFERENTLY TREATED 


From several of the case studies which follow, the authors conclude 
that the Commission follows a “double standard” in judging the 
merger applications of large and small carriers. When the Commis- 
sion wishes to approve a merger application, it finds that nothing 
has been adduced to show the transaction is “contrary to the public 
interest.” When it wishes to deny an application the standard 
change—then the merger is rejected because the transaction was “not 
shown to be in the public interest.” The first standard represents an 
effective iol casi onion by the Commission against protests; the 
second standard puts the full burden of proof on the applicant, with 
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the necessary volume and quality of proof somehow always just be- 
yond his reach. 


7. IMPORTANCE OF “UNLAWFUL OPERATIONS” VARIES 


In the case of one small carrier, Cortland Fast Freight, it con- 
demned the carrier because it sought Commission approval of a mer- 
ger only after an investigation had been taditchat, and failed to 
terminate the unlawful operations when the investigation began. 
Where large carriers were involved, however, such as Allied, North 
American, or United Van Lines, continued operation in s ite of in- 
vestigations, consent decrees, and even dissolution orders of the Com- 
mission itself were not a bar to ultimate approval. The rationaliza- 
tion there was that, lawful or not, denial of the applications would 
mean deterioration of service to the public. Surely either the law or 
its interpretation has become a farce when the Commission avows 
that the public is best served by arrangements which are unlawful. 


8. IMPORTANCE OF “COMPETITIVE IMPACT” VARIES 


Consider, too, the shifting importance attached to the competitive 
impact of merger proposals. A small New England carrier, Law & 
Ingham, attempted to purchase the rights of another small carrier in 
serious economic distress. The transaction promised improved serv- 
ice to the public, and was expected to increase annual revenues by a 
modest $23,603. The Commission’s denial rested largely on its fear 
that this merger would drastically undermine the New England truck- 
ing industry, and so ultimately harm the public. By contrast, the 
giant Pacific Intermountain Express Co. was allowed to grow from 
annual revenues of $16,338,779 in 1950 to $56,394,641 in 1955—two- 
thirds of this growth being the result of mergers and acquisitions. 
PIE’s share of both national and regional markets increased, and 
the companies it absorbed included both weak and profitable firms, 
competing and connecting carriers, as well as conglomerate acquisi- 
tions cutting across specialized segments of the industry. The far 
greater impact on competitors of these mergers was ignored or mini- 
mized, however, and approvals were readily granted. 

Decisions affecting major household movers such as Allied, United, 
and North American Van Lines follow a strikingly similar. pattern. 
Karly attempts to obtain Commission approval for consolidation or 
expansion were denied under various interpretations of the law, only 
to be followed, after years of appeals and reconsideration, by complete 
reversal and endorsement of past operating practice. In the case of 
Allied, even the consent decree in an antitrust suit was swept aside 
in a validation of the Allied system. In all instances, the reversal 
turned on subtle changes in administrative interpretation, never on 
substantial changes in findings of fact. 

sy contrast, smaller carriers like Wheaton and Howard Van Lines 
experienced little success with their plans to add new areas through 
merger. Although in one case Wheaton received belated Commission 
approval—after 4 appeals and 5 years of expensive litigation—How- 
ard’s proposed westward expansion was still pending after an equally 
long interval. The basis for decision in these cases is unenlightening, 
and exhibits inconsistent treatment of different carriers as well as 
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inconsistent treatment of the same carrier in different areas and at 
different times. The record of these and smaller carriers is replete 
with shifting standards, solicitude for the well-being of the large and 
established carriers, economically meaningless administrative “objec- 
tions, protests which were pi tently obstructive, and frequent reversal 
of examiners’ findings. Nowhere is there indication that the Commis- 
sion relied on any “consistently applied, economically meaningful 
solution to the merger problems presented before it. 


9. “GOING CONCERN” CONCEPT SEEMS TO INFLUENCE ICC DECISIONS 


The content analysis of Commission opinions suggests the possibil- 
ity that Commission behavior—here and in other commissions as 
well—is affected by what might be called a “going-concern factor.” 
It is as though the Commission, faced with a large, powerful, and 
obviously thriving enterprise, is reluctant to take any step which might 
bring fundamental change in its operations. Faced with obvious 
success, the Commission shrinks from following the logic of its convic- 
tions—from applying the spirit of the act it administers. To order 
drastic change in the affairs of smaller firms seems to offer less of an 
obstacle—perhaps the fear of mistakes is less if the magnitude of the 
possible error is smaller. Whatever the reason, the very existence of 
a large firm—its presence as a “going concern”—seems to protect it 
against any thoroughgoing c hange i in its position or operating methods. 


10. INCREASING CONCENTRATION CANNOT BE JUSTIFIED ON A COST BASIS 


A review of recent cost studies indicates that the Commission’s 
approval of mergers and increasing concentration cannot be justified 
on grounds of increased efficiency and lower transportation costs. 
At the very least, there is nothing to support the belief that ever in- 
creasing size is the only way to achieve cost reduction. Such a belief, 
as these studies show, is nothing more than mere assertion. More- 
over, increased efficiency seems primarily related to better route utili- 
zation rather than size. The coefficients of rank correlation between 
annual revenues and costs per vehicle mile, ton-mile, or average haul 
in miles were so low as to indicate—at least in the case of carriers 
operating in and out of New England—that size of firm bears little 
relation to operating costs. In fact, the study by the New England 
Governors’ Committee on Public Transportation suggests that an 
increase in competition would force carriers with short average hauls 
to increase their load factor and thus reduce costs—in short, that an 
increase in competition, rather than an elimination of competition via 
merger, may be the road to lower costs and greater efficiency. 


11. GROWTH THROUGH MERGERS OR ADDITIONAL AUTHORITY ? 


The importance of the Commission’s merger policy cannot be over- 
emphasized. As concentration grows, independent movers, for ex- 
ample, find fewer and fewer opportunities open to them to serve the 
public on long-distance hauls, for major van-line agents may not 
arrange informal interchanges with carriers outside the van-line sys- 
tem itself. ‘The Commisison has been reluctant to authorize additional 
authority on direct application, and independents’ proposal to ration- 
alize their existing route structures are continually frustrated. This 
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leaves merger as the only solution to problems of artificially restricted 

route authorities and competitive expansion. The uneven treatment 
accorded household movers, as well as others, clearly reveals the ty 
of industry structure the Commission is now fashioning. Whether . 
design or as the result of a policy vacuum—the intent is really nie 
vant—the day approaches when the vigorously competitive motor- 

carrier industry may become effectively “monopolize d by administra- 
tive action. 

The problem under study here is of interest, because these authors 
hold that the trucking industry epitomizes the classical model of “per- 
fect” competition. Here is an industry where there appears to be no 
substantial economies of scale, where ‘the number of firms is large, 
and where, in the absence of restriction, entry would be brisk. In 
short, here is an industry where competition is structurally feasible 
and technologically possible. Perhaps the gradual erosion of compe- 
tition by mergers is acceptable in eae where there is persuasive 
evidence that regulated monopoly can better serve the public interest. 
However, where, as here, such evidence is almost wholly absent, acqui- 
escence in a relentless process of industrial concentration is without 
the necessary conceptual underpinnings. If giantism and oligopoly 
come to the trucking industry, this will not be the result of natural 
economic forces but of a benign tolerance, if not active promotion, 
by the Interstate Commerce Commission. 















SUMMARY: FINDINGS OF FACT 



















In the trucking industry the rate and type of merger activity is 
traceable to explicit regulatory policy. The Intertsate Commerce 
Commission has broad powers not only to control rates and restrict 
entry, but to regulate mergers, acquisitions, consolidations, pooling, 
and leases. Thus the Commission exercises a profound influence on 
the structure, practices, and economic performance of the industry. 

This study examines only one aspect of the Commission’s regulatory 
policy—its decisions with respect to motor-carrier combinations. It 
analyzes the structural changes in the trucking industry between 1950 
and 1956, and attempts to discover the rationale behind those changes. 
Part I traces the extent and type of merger activity, and its impact 
on concentration. Part II presents a content analysis of Commission 
opinions in different kinds of merger proceedings. Part III is a case 
study of the household movers. 

The general conclusions reached in this study, and briefly indicated 
in the foregoing introductory remarks, derive ultimately from find- 
ings of fact. dev eloped in the course of the research. Some of the 
more important of these findings are outlined below. 
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(1) Between January 1, 1950, and June 27, 1956, a total of 1,461 
motor-carrier (freight) applic ations were filed under section 5 of the 
Interstate Commerce Act; 37.71 percent of these applications were 
submitted by “giant” carriers—carriers which numerically constitute 
less than 2 percent of the trucking industry.* (Here it should be noted 
that the original draft of this report did not make reference to pro- 
ceedings under the transfer rules of section 212 (b), since the latter 
cover only combinations involving a total of less than 20 vehicles and, 
in the opinion of the authors, do not, therefore, comprise what may be 
termed “competitively significant” consolidations, Subsequent to the 
public hearings in July . 57, the Commission informed this committee 
that between January 1950, and June 27, 1956, a total of 8,156 
section 212 (b) caudiotians were filed, and that between January %, 
1950, and December 31, 1956, 7,347 section 212 (b) applications were 
approved, while 1,333 were denied or dismissed. That the proceedings 
under section 212 (b) have a “de minimis” impact on concentration in 
the trucking industry will become apparent infra. ) 

(2) While the Commission approved the overwhelming majority 
of all section 5 applications, the “giants” fared better than other car- 
riers. Theapproval rate on “giant” applications for the period studied 

















‘In this report, “giants” are all carriers with annual revenues of $2,500,000 or more. 
This figure was selected because the Commission regards carriers in this category as 
“large,” and presents detailed statistical information on each. While carriers with more 
than $2,500,000 revenues obviously do not compare with General Motors, Metropolitan 
Life, or A. T. & T. in terms of absolute size, they may be classified as “giants” in the 
trucking industry because of their relative size vis-a-vis other carriers. 
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was 81.14 percent, whereas that for other carriers was 75.97 percent. 
(These figures understate the merger activity of the “giants.”) 

(3) The acquisitions by “giant” carriers were substantially larger 
than those of other carriers. One survey shows that the “giants” 
paid an average price of $45,852 for operating rights, and $621,950 
for operating rights with property. By contrast, other carriers 
bought operating rights, and operating rights with property at an 
average price of $12,157 and $81,438, respectively.? 

(4) Fifty-eight of the applications submitted during this period 
proposed mammoth combinations; i. e., the establishment of common 
control over two or more “giant” carriers. At last count, the Com- 
mission had denied only one of these applications and approved (or 
granted temporary operating authority in) 43. It would appear— 
and this is an overly conservative estimate—that the combined size 
of these 43 mergers is greater than the combined size of 500 small 
carrier mergers authorized by the Commission during this period. 

(5) The effect of mergers on concentration was significant. Thus, 
37 “control groups” among the 100 largest common carriers of general 
freight increased their share of class 1 revenues from 17.72 percent in 
1950 to 24.56 percent in 1955. They improved their relative market 
position, despite the addition of 242 newcomers to the list of class I 
common carriers of general freight. 

(6) Measurement of the relative increase in market control among 
class I carriers of general freight indicates that, between 1950 and 
1955, the 4 largest increased their share by 20.03 percent; the 10 largest 
by 14.55 percent; the 15 largest by 22.55 percent. 

(7) The very largest carriers of general freight are rapidly building 
up their degree of market control while the smaller carriers are losing 
their relative position. Thus, the average market control per carrier 
among the 4 largest increased, between 1950 and 1955, by 19.86 percent 
while the average of “all others” declined by 26.92 percent ; the average 
control of the 10 largest increased by 14.41 percent, while that of all 
others declined 27.40 percent, and so forth. 

(8) A similar pattern of concentration is evident among the auto- 
mobile haulers. Here the 11th, 12th, and 27th largest carriers are 
under common control; the 13th, 20th, and 24th largest are under 
common control; and the 5th and 26th largest are under common con- 
trol. In addition, several of the largest common carriers of automo- 
biles are under joint control with large contract carriers in the same 
category. 

(9) Among the carriers of liquid petroleum products the trend has 
been toward conglomerate integration. Thus, between 1950 and 1955, 
the Ruan interests bought out the “giant” Keeshin system; the Cantlay 
and Tanzola group acquired the “giant” Gillette Motor Transport; 
and Rogers Cartage gained control of Texas-Arizona Motor Freight, 
Bulk Transport, and Quality Milk Service. Whereas the average 





2 In the original draft of this report, the average purchase prices were based on a random 
sample of printed decisions in M. C. C. volumes 57 through 60 rather than on a survey of 
all such decisions. On the basis of that random sample, the validity of which the Com- 
mission challenged at the hearings, we had found that the “giants’’ paid an average price 
of $61,004.65 for operating rights and $869,031.50 for operating rights with property, 
while other carriers paid $12,347.37 and $81,797.50, respectively. In the opinion of the 
authors, the inclusion herein of the statistical ‘universe’ of printed decisions in place of 
the random sample in no way vitiates the conclusion in the original draft of the report. 
The fact now, as before, remains that the “giants” paid substantially higher prices for 
operating rights, and operating rights with property, than the smaller carriers. 
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1950-55 growth rate for all class I common carriers (intercity) was 
21.98 percent, Ruan’s growth rate for the same Poe was roughly 































r 350 percent, Cantlay and Tanzola’s 93 percent, and Rogers’ 95 percent. 
” (10) While petroleum carriers invaded the general freight field, | 
0 “giant” carriers of general freight bought out substantial petroleum 1} 
S haulers. PIE, for example, bought out the “giant” System Tank . 
n Lines and Collett Tank Lines. Consolidated Freightways acquired 1} 
Howard R. Williams, and Denver-Chicago Trucking Co. gained con- | 
d trol of the “giant” R. B. “Dick” Wilson. 
n (11) Aggregate concentration ratios for the entire trucking indus- 
" try (class I, II, and III carriers) indicate that the 100 largest carriers 
r (only 0.55 percent of all carriers) accounted for 25.49 percent of the 
— industry’s total revenues in 1954. 
8 (12) In the period between 1947 and 1954, the increase in aggregate 
il concentration seems to have been substantial. In 1947, according to 
the Commission’s own data, the largest 2,097 carriers (constituting 
3, 9.99 percent of all class I, IT, and III carriers) earned 67.92 percent 
i] of all class I, II, and III revenues. By 1954, the largest 853 carriers 
n (constituting 4.7 percent of all class I, [1, and III carriers) earned al- 
st most the same share of the industry’s total revenues, viz, 62.3 percent. 
I Thus, by 1954, the largest 853 carriers controlled only a slightly 
smaller share of the industry (5.6 percent less) than the 2,097 largest 
g (a 60 percent larger number) had 7 years earlier.’ 
d (13) While the total number of all class I, II, and III carriers 
st declined steadily between 1939 and 1954, the largest carriers increased 
their relative share of the industry’s total revenues. 
¢ tHE ICC AND TRUCKING MERMERS 
r’ (14) The case study on the “giant” Pacific Intermountain Express 
‘a shows how the Commission’s merger policy sanctioned PIE’s growth 
T from a carrier with $16,338,779 operating revenues in 1950 to a carrier 
with operating revenues of $56,394,641 in 1955. A content analysis 
‘ of the Commission’s merger decisions with respect to PIE reveals a 
a disjointed pattern. In some cases, the vendors were in financial diffi- 
oe culty while in others they were highly profitable carriers which could 
a have survived easily as separate corporate entities. _ In some cases, the 
ef merger involved connecting rights while in others it covered duplicat- 
1“ ing rights, and hence resulted in the elimination of some competition. 
In some cases, the mergers resulted in “vertical” integration. In 
2 others, they resulted in “conglomerate” integration. (The acquisition 
= of “giant” petroleum carriers, for example, made PIE the fifth largest 
y petroleum hauler in the Nation.) In one case, the Commission ap- 
t's proved an acquisition because the resulting routes would be too cir- 
t. cuitous to affect the competitive balance in the area. Yet, in subse- 
v0 quent proceedings, it allowed PIE to purchase rights which reduced, 
' if not eliminated this circuity. In some cases, the Commission ap- 
_ proved mergers on the ground that competitors would not be adversely 
* affected, while in others it simply declared that more intense competi- 
ice tion is a good thing. On the one hand, the Commission approved 
ee %In the original draft of this report, it was stated that “5.63 percent of all carriers 
rt. (class I, II, and III) earned 29.06 percent of the industry’s total revenues in 1951, whereas 
for by 1954, only 4.7 percent of all carriers earned more than twice that percentage share 


(62.3 percent).’’ The reasons for this statement, and for its revision above, are discussed 
at pp. 256-258, infra. 
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mergers because they would enable PIE to improve its service, while, 
on the other hand, it ‘assured protestants that their competitive position 
vis-a-vis PIE would remain undiminished. Thus, while the reasons 
given differed from decision to decision, the net result added up to 
approval of an ambitious merger program of one of the Nation’s 
largest trucking companies. 

(15) The case study of Law & Ingham illustrates the Commission’s 
decisions when dealing with small carriers. The record in this case 
showed that the proposed merger would involve little more than an 
enlarged pick-up and delivery territory for vendee, that the unification 
of rights would eliminate short-haul interchanges and thus improve 
service to the public, and that vendee would be able to increase its 
operating revenues by a modest $23,603. The record showed that 
protestants had suffered no demonstrable harm as a result of 
vendee’s temporary control over vendor, and that protestants’ 
average operating revenues were $1,528,378 in contrast to vendee’s 
$289,407. The hearing examiner approved the transaction, but the 
Commission feared that the mer ger would affect the economic stability 
of the protestants so seriously as to undermine sound economic condi- 
tions in the entire New Engl: and trucking industry. The Commission 
assumed that an additional $23,603 in revenues going to Law & Ingham 
would disrupt the competitive balance in the region and deprive e the 
public of adequate transportation service. The Commission, there- 
fore, denied the application—despite its earlier approval of a larger 
acquisition in the same area by the “giant” St. Johnsbury Trucking 
Co. 

(16) On the issue of “unlawful operations,” Commission policies 
varied. It condemned small carriers like Cortland Fast Freight 
and Korten for merging without prior Commission approval and 
for failure to terminate their unlawful relationship when a con- 
trol investigation was instituted. It denied the application because 
the transaction had not been shown to be in the public interest— 
despite evidence that applicants were providing a less-than-truc kload 
service for small shippers unmatched by the “giant” protestants. 
On the other hand, the Commission reprimanded, but did not. con- 
demn the “giant” van lines for the identical offense. The Com- 
mission approved the North American application, although North 
American had engaged in unlawful control and pooling without 
prior Commission approval and although North American had failed 
to terminate its unlawful conduct when a control investigation was 
instituted. The Commission approved the United application, al- 
though United had been in continuing violation from 1947 to 1955 and 
despite the fact that United had willfully ignored at least one prior 
Commission finding of unlawful conduct. It approved the Allied 
application, although Allied had been in violation for at least 3 years. 
It approved all three applications, not because they were shown to be 
consistent with the public interest but because they were not shown 
to be contrary to the public interest. 

(17) On the issue of “dormancy” the Commission. according to a 
content analysis of 2 volumes of Federal Carrier Cases, approved 
10 of 183 “giant” applications, but only 2 out of 8 applications sub- 
mitted by smaller carriers. Again the Commission shifted in adjudi- 

cating such questions as: (a) the extent to which vendor has rendered 
regular and continuous service under his rights; (6) the extent to 
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which vendor’s operations have been infrequent and sporadic; (c) 
whether vendor held himself out for traffic to an extent commensurate 
with his resources and facilities; (d) whether a lapse in service of 6 
months, 1014 months, or a year render operating rights dormant; and 
(e) whether: existing carriers should be protected against the revitali- 
zation of “dormant” rights.‘ 
(18) The purchase of the “giant” Pacific Freight Lines by the 
“oiant” Pacific Motor Trucking Co., a wholly ow ned subsidiary of 
the Southern Pacific Railroad, may foreshadow an important re- 
versal of Commission policy with respect to railroad entry into the 
trucking industry. If this decision is truly indicative of a trend, it 
may indicate that the independent motor-carrier industry envisioned 
by the National Transportation Policy and the Interstate Commerce 
Act will be supplanted, through Commission fiat, by an integrated 
transportation service under the control and domination of the rail- 
roads. Coupled with the Rock Island decision, it may be an index 
of the breakdown of genuine intermode competition. 


HOUSEHOLD MOVERS 


(19) Class I carriers of household goods increased from 62 in 1950 
to 108 in 1955. 

(20) Household movers grossing more than $1 million annually 
increased from 16 in 1950 to 30 in 1955. 

(21) The 25 largest household movers accounted for 86.50 percent 
of total operating revenues in 1950, but their share dropped to 80.87 
percent in 1955; over the same period the share accounted for by the 
t largest household movers increased from 48.64 percent to 49.06 per- 
cent. 

(22) On a regional basis, the 2 largest carriers of household goods 
account for more than 50 percent of total earnings in 6 (out of 9) 
regions in 1955, 

(23) Average operating revenues for class I motor carriers of house- 
hold goods increased by 38.04 percent over the period 1950-55; aver- 
age revenues of the four largest household-goods carriers increased 
133.75 percent during the same period. 

(24) Taking into consideration the additional carriers in class I in 
1955, the concentration ratios, and the average revenues, it appears 
that the largest carriers are growing much more rapidly than the 
smaller carriers, and that the new entrants to class I status have not 
made significant incursions on the relative shares held by the largest 
firms. 

(25) The rank order of the 25 largest firms remained relatively 
stable during 1950-55. Among the 10 largest firms, only 1 newcomer 
appeared during the period, and this represented a move from 15th 
place in 1950 to 10th place in 1955. 

(26) Among the 25 largest firms in 1955, only two represent genuine 
additions to the list since 1950. All other apparent newcomers are 
successors, or are otherwise related, to firms on the list in 1950. 


‘In the original draft of this report only 14 of the 21 dormancy cases, reported in vols. 
10 and 11 of Federal Carrier Cases, were included. For the sake of completeness, the 7 
remaining cases have now been added to the survey. Of these 7 cases, 1 involves a small 
carrier application (MC—F-—4792) which had been denied, while 6 involve “giant” applica- 
tions, of which 3 had been approved (MC—F—4978, MC—F-—5100, MC—F—5001) and 3 denied 
(MC-—F—5107, MC—F—5254, MC—F—5291). The inclusion of these 7 additional cases does 
not, in the opinion of the authors, vitiate their original conclusion with respect to the 
Commission’s policy in dormancy proceedings. 
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(27) Commission statistics understate the competitive importance 
of the major van lines because agents report a portion of their total 
revenues independently. This reflects the fact that agents may con- 
duct certain kinds of operations for their own account, although such 
business may result from solicitation and advertising which empha- 
sizes a major van line relationship. 

(28) Agent-principal relationships exist even between firms which 
are listed among the 25 largest household movers. For example, 
Bekins Van & Storage Co. (ranked 5th in 1955) and Greyvan Lines, 
Inc. (ranked 9th in 1955) are agents of Bekins Van Lines Co. (ranked 
8th in 1955). Greyvan, in turn, had 106 branch offices and 142 agents 
of its own by recent count. 

(29) During the period 1950-55 the Commission received 72 appli- 
cations to merge, pool, or lease operating rights, and 14 of these were 
still pending late in 1956. Large carriers accounted for a major share 
of these applications. Although the sample is small, these same car- 
riers showed some tendency to increase the number of applications 
annually during the latter part of the period covered. 

(30) Commission reception of merger applications on the whole 
was favorable—it approved 40 out of 58 in which decisions were made, 
or an approval rate of approximately 69 percent. 

(31) Merger applications of the “giant” carriers fared much better 

_ than did those of the smaller carriers. An extremely high percentage, 
89.7 percent, of the applications by “giants” em Ss Scouialaacn 
approval. In contrast, the Commission approved only 48.3 percent, 
or less than half, of the applications of aarlles household movers. 

(32) The right to protest the merger applications of rivals is open 
to all motor carriers, but only a small number of carriers account for 
a major share of the protests made before the Commission in such 
proceedings. From a large sample of Commission opinions during 
1950-55, only 9 firms appeared as protestant on three or more occa- 
sions; 35 firms appeared on 1 or 2 occasions only. The 9 firms appear- 
ing so consistently were, with 1 exception, among the 25 largest house- 
hold movers in the country, and 6 of the 9 carriers were among the 10 
largest household movers. 

(33) The nine carriers appearing most frequently raised their pro- 
tests mostly against smaller firms. Of the protests they made, 72.8 
percent were against small firms, and only 27.2 oon against 
‘giants.” This was not true of the other carriers who appeared in 
protest. The 35 carriers who intervened only 1 or 2 times directed 
their protests against large and small carriers in approximately equal 
proportions. 

(34) The protests seem to have been effective against small carriers, 
but less so against “giants.” In the protested cases, the Commission 
approved only 20 percent of applications by small carriers. At the 
same time, it approved 60 percent of the applications by “giants.” 
Thus, not only were more protests directed against small carriers than 
large, but they were more successful in blocking approval of appli- 
cations by small carriers than they were of large. 

(35) In the case of Allied Van Lines, Inc., the Commission twice 
rejected applications to obtain nationwide operating rights, and also 
rejected a proposal to pool the operations of Allied agents. Allied 
also accepted a consent decree which, in effect, banned continuation of 
the coordinated operations it had maintained for several years preced- 
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ing. Despite this, the Commission finally approved Allied’s operat- 
ing plan, setting aside the consent decree, although the basic opera- 
tions were not substantially different from those condemned in the 
earlier proceedings. The Commission indicated no genuine change 
which accounts for the major reversal of its earlier policies. 

(36) The Commission reversed itself on earlier decisions affecting 
North American and United Van Lines. Here again, the Commission 
set aside earlier decisions which found that both operated illegally, 
in violation of the Motor Carrier Act. In neither case did the com- 
plete turnabout reflect new evidence or new conditions, and in neither 
case does it appear that the operations of the lines concerned were 
altered in any significant way. 

(37) In 1952, Wheaton Van Lines and Howard Van Lines sought 
ermission to acquire rights to operate in the New England States. 
Bot h proposed to buy the rights of small carriers already there; both 
sought to eliminate interlining problems; both sought to provide better 
service for their national accounts; both sought to improve the effi- 
ciency of their operations. The Commission rejected Wheaton’s 
application and accepted Howard’s application, although the opinions 
themselves contain no hint of the reasons, if any, for distinguishing 
between the two applications. 

(38) Wheaton’s application for permission to acquire New Eng- 
Jand rights was finally approved in 1956. This came after three pre- 
vious applications were rejected. In reversing these earlier opinions, 
the Commission merely accepted the arguments Wheaton had ad- 
vanced throughout, and made no reference to new evidence or changed 
market conditions. 

(39) In the face of heavy opposition from other motor carriers and 
the Commission’s Bureau of Law, Howard Van Lines was unsuccessful 
in its attempt to acquire operating rights in the Pacific Northwest. 
This result obtained despite much evidence in the record that acqui- 
sition of such rights would eliminate circuitous routing and the neces- 
sity to interline shipments. 

(40) The Commission refused to permit Ballard & Skellet Van 
Lines to sell duplicating and unnecessary operating rights to a poten- 
tial competitor. This was despite the fact that Ballard & Skellet 
would face the new competition themselves, in territory they still re- 
tained, and were clearly willing to assume such entrepreneurial risks. 

(41) The Commission refused to grant American Red Ball Transit 
Co. the right to buy the operating authority of a firm in the process 
of liquidation. The major reason for this decision appears to be a 
desire to protect the position of carriers already established in the area 
for which authority was sought. A similar consideration seemed to 
underly Commission decisions in the case of Continental Transfer 
& Storage Co. and Von Der Ahe Van Lines. Both these smaller van 
lines attempted to improve poorly integrated operating authorities by 
the purchase of additional rights. 
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PART I 
TRUCKING MERGERS AND CONCENTRATION, 1950-56 


1. THE NUMBER AND SIGNIFICANCE OF TRUCKING MERGERS, 1950-56 


Data supplied by the Commission indicates that between January 1, 
1950, and June 27, 1956, a total of 1,461 motor carrier applications 
were filed under section 5 of the Interstate Commerce Act. These 
data, summarized in table I, yield the following generalizations : 

(1) The annual rate of section 5 applications declined steadily be- 
tween 1950 and 1953, but began to rise significantly thereafter. By 
the first half of 1956 the application rate was the briskest since 1950 
and, when final figures for the year become available, may well exceed 
the 1950 total. 

(2) Of the 1,461 applications, 551 were submitted by “giant” motor 
carriers, i. e., those with total operating revenues in 1953 or 1954 of 
more than $2,500.000.2_ This means that carriers which numerically 
constitute less than 2 percent of the industry filed 37.71 percent of all 
section 5 applications. Put differently, carriers in the “giant” cate- 
gory filed an average of 1.5 applications per carrier, whereas all others 
(i. e., 98 percent of the industry’s firms) submitted an average of only 
0.05 pret ‘ations per carrier. On the average, therefore, the “giants” 
filed 30 times as many applications per carrier as the rest of the firms 
in the industry. 

(3) The Commission approved an overwhelming majority of all 
section 5 applications. Nevertheless, the batting average of the 
“giants” was better than that of the smaller carriers. Taking the 
1950-56 period as a whole, the “giants” gained Commission approval 
for 81.14 percent of their merger proposals, while other carriers 
enjoved an approval rate of 75.97 percent. Only with respect to the 
1950 applications, did the smaller carriers do significantly better than 
the “giants.” Starting in 1954, the “giants” showed an improvement 
in their batting average. Their approval rate on 1954, 1955, and 1956 
(first half) applications was 88.52 percent, 89.19 percent, and 90.63 
percent, respectively. In contrast, the batting average for all other 


‘This does not include applications by motor carriers of passengers. Nor does it 
include applications withdrawn or dismissed. Nor does it include transfers under sec. 
212 (b) of the act. Here it should be noted that the original draft of this report did not 
make reference to proceedings under sec. 212 (b), since the latter covers only combinations 
involving a total of less than 20 vehicles and, in the opinion of the authors. does not, 
therefore. comprise what may be termed “competitively significant’ consolidations. Sub- 
sequent to the public hearings in July 1957, the Commission informed this committee that 
between January 1. 1950, and June 27, 1956, a total of 8.156 sec. 212 (b) applications 
were filed, and that between January 1, 1950, and December 31. 1956. 7.347 see. 212 (b) 
applications were approved, while 1.833 were denied or dismissed. ‘That the proceedings 
under sec. 212 (b) have a ‘‘de minimis” impact on concentration in the trucking industry 
will become apparent infra. 

2 The $2.500,000 figure was selected. because the Commission regards carriers in this 
category as “large,”’ and presents detailed statistical information on each. While these 
carriers obviously do not compare with General Motors. Metropolitan Life, or A. T. & T. 
in terms of absolute size, they may be classified as giants in the trucking industry because 
of their relative size vis-a-vis other carriers 
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carriers during the same period was 84.85 percent, 78.22 percent, and 
90 percent, respectively.® 


TABLE I.—Applications under section 5 of the Interstate Commerce Act for per- 
mission to purchase, merge, pool, or lease motor carrier (freight) operating 
rights and properties, January 1, 1950-—June 27, 1956+ 



































| 
Blew Applications by “‘giants’’# Applications by ‘‘others’’ 
otal | a a ew ee eee} eS Ne ees 
number | | | 
’ of appli- | | Ap- De- Pend-| Percent | Ap- De- Pend-| Percent 
Year cations Total} proved | nied | ing ap- | Total) proved | nied| ing ip- 
filed | | proved 4 | | proved § 
(1) | (2) | (3) | (4) 6) | @ | @ (3) |} @) | ao} ay} ag 
cnnenibneteetalbt hia 5 1 6-hb bt lbp bot 1h bee dade. Pd dain seo po eas 
' i | | 
1950.....-. | 282 | 96 | 69| 27 0 | 71.88 | 186 | 143} 43 0| 76.88 
BD alee i 251 104 | 86 18 0 82. 69 147 | 106 | 41 0 72. 11 
cs 206] 72 52| 18 2} 74.29 | 134 | 86} 48/ 0 64.18 
Dest aeel 166 | 58 44 12 2 78. 57 | 108 | 85 21 2 80.19 
1054... .._. 178 | 67 54 7 | 6 88.52 | 111 | 84) 15] 12] 84. 85 
oe 242 95 66 8 21 | 89.19 | 147 | 79 22 46 78. 22 
1956 2____ 136 | 59 29 3 27; 90.63] 77} Wi, 47 90. 00 
Total... 1,461 | 551 400} 93) 58) 81.14) 910) 


610 | 193 | 107 | 75.97 
i 1 


1 This does not include applications withdrawn or dismissed. The totals are based on a list furnished 
by the Interstate Commerce Commission. 

2 Includes applications filed January 1, 1956-June 27, 1956. 

3 Carriers with total operating revenues of more than $2,500,000 in 1953 or 1954. 

4 Column 4 divided by the sum of columns 4 and 5. Percentages are based on Commission decisions 
(including approval or denial] of temporary operating authority) prior to December 31, 1958. 

§ Column 9 divided by the sum of columns 9 and 10. Percentages are based on Commission decisions 
(including approval or denial of temporary operating authority) prior to December 41, 19M. 


In interpreting the data summarized in table I, it should be re- 
membered that the merger activity of the “giants” is understated in 
several important respects. First, the control exercised through per- 
sonal holding companies is not taken into account. For example. be- 
tween 1950 and 1955, Owen M. Collett and Cloma L. Cheney controlled 
the “giant” Collett Tank Lines as well as the smaller Orange Trans- 
portation Co. Yet, only Tank Lines’ section 5 activity is included in 
the “giant” totals—despite the fact that Orange and Tank Lines were 
obviously under common control and management. Indeed, the fol- 
lowing section 5 applications involving Orange are included in the 
total of “other” carriers: 


MC-F-4631; Owen M. Collett and Cloma L. Cheney—Control—Orange 
Transportation Co.; approved (57 MCC). 

MC-F-4813, Orange Transportation Co.—Purchase (portion)—Karst 
Freight Lines; approved (57 MCC). 

MC-F-4924, Orange Transportation Co.—Purchase—Merle Routh; ap- 
proved (58 MCC). 

MC-F-5083, Orange Transportation Co.—Purchase—S & S Trucklines, 
Inc. ; approved (58 MCC 691). 

MC-F-5866, Orange Transportation Co.—Purchase—Ernest C. Milliner; 
approved (65 MCC). 


There are, of course, many other companies which, like Orange, 


have total operating revenues of less than $2,500,000, but are under 
common control with a “giant” through the personal holding company 
device. By excluding such section 5 applications from the “giant” 


Table I and all subsequent tables in this report, except where otherwise noted, take 
account of sec. 5 applications filed between January 1, 1950, and June 27, 1956, and 
Commission decisions or orders with respect to these applications entered between January 
1, 1950, and December 31, 1956. The computations take account of decisions involving 
temporary authority, but do not take account of decisions by hearing examiners. 
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totals, table I seriously understates the merger activity of the “giants” 
while pro tanto overstating that of the ‘ ‘other” carriers, 

Second, the applications filed by the agents and/or stockholders of 
the major van lines are not included in the “giant” totals. Although 
these agents and/or stockholders are intimately affiliated with a 
stantial “giants,” they are here excluded from the “giant” catego 
whenever their individual operating revenues fall short of the $2,- 
500,000 mark. Thus, the following section 5 applications by agents 
and/or stockholders of North American Van Lines (total operating 
revenues in 1955 of $23,019,536) are included in the “other” rather 
than the “giant” category : 

MC-F-5672; Mrs. Annie Ford—Purchase—Fort Worth Warehouse & 

Storage Co., Inc. ; approved (65 MCC). 

MC-—F-5743 ; James A. Lytle—Purchase (portion)—Ralph A. Raible; ap- 
proved (65 MCC). 

wae Beltman Co.—Purchase—Albert A. Beltman; approved (65 

uae John R. Lesoine—Purchase—Percy Ferris, Jr.; approved 

65 MCC). 

MO_¥-0079: Mrs. Annie Ford—Purchase—H. W. Masters; approved 

65 MCC). 

MC_F_6146 ; Irving Kirsch Corp.—Purchase—Irving A. Kirsch; pending. 
Again, these examples can be multiplied. They merely demonstrate 
how table I understates the section 5 activity of the “giants” while 
overstating that of “other” carriers. 

Third, many of the section 5 applications filed by railroad-controlled 
motor carriers are excluded from the “giant” category—despite the 
fact that the parent railroads must, of course, be considered giants in 


the transportation industry. Applications so excluded involve rail- 
road subsidiaries whose motor carrier operations fell short of the 
$2,500,000 revenue mark. Illustrative of these cases are the follow- 
ing, demonstrating once again how table I understates the merger 
activity of transportation “giants” 


MC-F-4742; Union Pacific Motor Freight Company—Purchase—Everett 
Edmiston; approved (57 MCC). 

MC-F-4840; The New York Central Railroad Company—Purchase (por- 
tion)—Railway Express Motor Transport, Inc.; approved (58 MCC 373). 

MC-F-4843; The New York Central Railroad Co.—Purchase—Lake 
Shore Cartage, Inc.; approved (58 MCC 373). 

MC-—F-5309; Union Pacific Motor Freight Co.—Purchase (portion)—In- 
terstate Transit Lines; approved, order of September 16, 1952. 

MC-F-5325: Northern Pacific Transport Co.—Purchase—Gerald T. Stal- 
cup: approved (58 MCC). 

MC-—F-5998; Northern Pacific Transport Co.—Purchase—Adams, Incor- 
porated ; approved (65 MCC). 

MC-—F-6125; Missouri-Kansas-Texas Railroad Co.—Control—Coordinated 
eemauadtatiel Co.; pending. 

Finally, it should be remembered that table I shows only the number 
and not the size of the mergers approved by the Commission. Hence, 
it conceals the fact that the asquisitions by “giant” carriers were, as 

might be expected, substantially more significant than those of “other” 
carriers. Thus, a survey of printed Commission opinions in M C. C. 
volumes 57 through 60 reveals that the “giant” carriers purchased more 
expensive—and, presumably, received more valuable—operating 
rights than their smaller rivals. (See table IT.) 
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TABLE II.—Purchase price for operating rights approved by the Commission * 











[Printed decisions, M. C. C., vols. 57 to 60] ; 
’ . ———__— $$ ——______— — —____—— — 
“Giants” “Others” 
| ] 
Docket No. Amount | ICC action Docket No. | Amount ICC action 
MC-F-4527_.__.-- 2 $25,000 | 57 MCC 395, MC-F-4477__ $18,540 , 57 MCC 249. 
MC-F-4540____- : 5, 600 57 MCC 633. MC-F-4539_ _ _- 10,000 57 MCC 561. 
MC-F-4641____-__ 2 125,000 | 57 MCC 567. | MC-F-4552___. 2121,500 57 MCC 277. 
MC-F-4647_____- 71, 250 | 57 MCC 715. MC-F-4553_- 7,500 | 57 MCC 434, | 
MC-F-4653_____ 2 205, 267 | 57 MCC 421. MC-F-4554 | 4,500 | 57 MCC 434. 
MC-F-4795____. 2 434,740 | 57 MCC 767. || MC-F-4574._ | 230,000 | 57 MCC 244, 
MC-F-4807___- 21, 500,000 | 57 MCC 739. MC-F-4579 2 32,500 | 57 MCC 303, 
MC-F-4599_ - | 100 | 57 MCC 4651. ' 
| MC-F-4601 __ 24,500 | 57 MCC 271. 
MC-F-4451____- 2 150, 000 58 MC Cc “V5. | MC-F-4496_. 20,000 | 58 MCC 149, 
MC-F-4568____- 2 45, 000 58 MCC 301. MC-F-4823 __ 25,200 | 58 MCC 507. 
MC-F-4658___.-.-| — 2400, 000 | 58 MCC 235. | MC-F-4840__ 5,000 | 58 MCC 373. 
MC-F-4698____- 105, 329 | 58 MCC 1. || MC-F-4843__ 5,000 | 58 MCC 373. 
MC-F-4703__._- -| 2 50,000 | 58 MCC 231. MC-F-4941 __ 212,000 | 58 MCC 271. 
MC-F-4709_.__-__! 23,500 | 58 MCC 421. || MC-F-4997. | 265,365 58 MCC 399. 
MC-F-4760_.___..| ? 3,065, 792 | 58 MCC 439. || MC-F-5053_. | 3,000 | 58 MCC 461. 
MC-F-4796___ - - _- 2 270,000 | 58 MCC 35. | MC-F-5061_- | 288,000 | 58 MCC 366. 
MC-F-4814..____- 45,000 | 58 MCC 655. | MC-F-—5083_- j 211,300 | 58 MCC 691. 
MC-F-4836._____- 20,000 | 58 MCC 331. || MC-F-5105_._.___| 2.110, 200 | 58 MCC 614. 
MC-F-4915______- 1 | 58 MCC 101. MC-—F-5193 | 1,500 | 58 MCC 715. 
MC-F-4927___- 245,000 | 58 MCC 775. MC-F-5205 217,500 | 58 MCC 577. 
MC-—F-4947____- 1 | 58 MCC 101, 
MC-F-4983_____ 1 | 58 MCC 101. 
MC-F-4984______- 10, 500 | 58 MCC 341. 
MC-F-5015____- 1 = MCC 327. | 
MC-F-5045___ 2 394, 240 MCC 262. | 
MC-F-5052____- 35. 000 | 58 MCC 500. 
MC-F-5060__- 35,000 | 58 MCC 721. | 
MC-F-5077_.. 2 172, 600 | 58 MCC 583. 
MC-F- 5095 : 2 750,000 | 58 MCC 679. 
MC-F-5267_..__- 1 | 58 MCC 790, 
MC-F-4518 __ - 2 123, 000 | 59 MC C 109. M C-F-4970 40,000 | 59 MCC 287. 
MC-F-4838 -_- 10,000 | 59 MCC 29 M C-F-5036 25,000 | 59 MCC 517. 
MC-F-4853 _- 2 175,000 | 59 MCC 615. M C-F-5041_ 2 100,000 | 59 MCC 104. 
MC-F-~4936._- 2 26,400 | 59 MCC 511. M C-F-5075 2 20,000 | 59 MCC 789. 
MC-F-5008_____- 42,500 | 59 MCC 377 MC-F-5082 37,500 59 MCC 339. 
MC-F-5054 __.__- 2 999,392 | 59 MCC 735, M C-F-5250 4,000 | 59 MCC 383. 
MC-F-5080__- 75,000 | 59 MCC 747. MC-F-5350 2 200,000 59 MCC 553 
MC-F-5104______- 5,000 | 59 MCC 53. MC-F-5412 2 155,000 | 59 MCC 601. 
MC-F-5159_- 200,000 | 59 MCC 89g. 


te 


MC-F-5233... 30,000 | 59 MCC 393. 
MC-F-5251 : 1, 490, 000 | 59 MCC 37. 
MC-F-5260 7,500 | 59 MCC 447 


MC-F-5288 21,000,000 | 59 MCC 155. 
MC-F-5344__- 2 26, 500 | 59 MCC 459. 
MC-F-5404._. 277,000 | 59 MCC 763. 
MC-F-5491 2 874, 250 | 59 MCC 724. 
MC- F-4800 130, 000 | 60 »MC C 229. MC- F-4976 235,000 , 60 MCC 150. 
MC-F-4801 75,000 | 60 MCC 229. M C-F-5197 270,710 | 60 MCC 519. 
MC-+F-4803 40,000 | 60 MCC 229. MC-F-5222 2 200,000 60 MCC 222. 
MC-F-4804 __. 172,500 | 60 MCC 229. M C-F-5227_. 12,500 60 MCC 449. 
MC-F-4805__. 33, 500 | 60 MCC 229, MC-F-5419 2 200,000 60 MCC 550. 
MC-F-4806__- 50.000 | 60 MCC 229, M C-F-5420 15,000 60 MCC 292. 
M C-F-4825 12,750 | 60 MCC 541. M C-F-5438 500 | «660 MCC 611 
M C-F-4913___ 55,000 | 60 MCC 141, M C-F-5464 8,500 60 MCC 663. 
MC-F-5001 10,000 | 60 MCC _ M C-F-5465 10,000 60 MCC 663. 
M C-F-5195 16 008 | 60 MCC 356. MC-F 5608 2 150.000 | 60 MCC 527. 
M C-F-5255 286,383 | 60 MC Cc! 557. M C-F-5766 15,000 60 MCC 355. 
M C-F-5256 65,000 | 60 MCC 112. 
M C-F-5342 50.000 | 60 MCC 475 
MC F- = 135.000 | 60 MCC 881, 


40.000 | 60 MCC 681. 
4.7580 | 60 MCC 97 

2 4,573,051 | 60 MCC 301, 

21.090 | F0 VCC 272, 

2 300.000 | 60 MCC 173. 





Operating rights (average $45, 852 Operating rights (average : “$12! §3 
Operating rights with property (average). $621,959 Operating rights with prope rty (average) _ $81, 438 


' 


1 Table includes only printed decisions with respect to sec. 5 applications filed between Jan. 1, 1950, and 
June 27, 1956. It includes only those decisions where the purchase price approved by the Commission is 
clear. 

2 Purchase price of operating rights and property. 
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Table II shows that the “giants” paid an average price of $45,852 
for operating rights, and $621,950 for operating rights with property. 


By contrast, 
rights with property at an ave 
respectively ‘ 


“other” 


In other words, the “giants” 


‘arriers bought operating rights, and operating 
‘age price: of $12,157 and $81,438, 
paid almost 4 times as 


much for operating rights and almost 8 times as much for operating 
with property as the smaller carriers.* 


Also significant, in this connection, is table ITI which lists mergers 


between “giants.” 


kind of transaction among “other” carriers. 


TABLE III.— 


carriers 


“Giant” 
(property ) 


combinations: 


Jan. 1, 1950, to June 27, 1956 


Docket No. 


MC-F-4551 
MC-F-4651 _ 
MC-F-4658 _ _. 
MC-F-4795_ - 
M C-F-4807 


MC-F-4901 _ _ 
MC-F-5054_ _. - 


MC-F-5095 _ - 
MC-F-5114_ 
MC-F-525 

M C-F-5288 


MC-F-85348__. 
MC-F-5382_ . 


MC-F-5399. - .. 
MC-F-5491..... 
MC-F-5516 


MC-F-5531 


MC-F-5565. 
MC-F-5579..... 
MC-F-5593 


| Atlas Van Lines. Inc. 


Application 


North American Van Lines, Inc.— Pooling. 


David M. Ratner and Joseph E. Grinpas—Control—Hayes 
Freight Lines, Inc., and Southwest Freight Lines, Inc. 


Ringsby Truck Lines, Inc.—Control—Northern Transpor- | 


tation Co. 

Campbell Sixty-Six Express, 
Highway Express, Inc. 

U. S. Truck Lines, Ine., of Delaware—Contro!—Brown 
Express and Brown Realty Co. of San Antonio. 

United Van Lines, Inc.— Pooling 

Consolidated Copperstate Lines- 
Lines, Inc., et al. 

Viking Freight Co.—Control—Cook Truck Line 


Ine.—Control and Merger— 


s, Inc... 


McLean Trucking Co.—Contro]— 
Lines, Inc. 

Automobile Carriers, 
Driveway, Inc. 

Arrow Transportation Company of Delaware— 
Texas-Arizona Motor Freight, Inc. 

Pooling 


Carolina Motor Express 
Inc.—Control—C & J Commercial 
Control— 


Knaus Truck Lines, Inc.- 
Lines, Inc. 


Roy G. Woods (United Transports, Inc.)—Control—Texas 


Auto Transports, Inc. 

—— Tank Lines, Inc.—Purchase—Lang Transportation 

orp 

Plaza Express Co., Inc.—Merger—Southern Express, [nc.; 
and control—Central Express Inc. 

H. M. O'Neill, et. al.—Control—Anchor Motor Freight, 
Ine., of Delaware, et al. 
acquisition of other carriers. 

Pacific Intermountain Express Co.—Control—West Coast 
Fast Freight, Inc., and System Tank Lines, Inc. 

Claude Bekins, et al.— 
Co., et al. 

Ringsby Truck Lines, Inc.—Lease—Northern Transporta- 
tion Co. 


Control—Valley Motor 


| Approved Novy. 18, 


Control and me rger—Boyd Truck | 


Control—Bekins Moving & Storage | 


Needless to say, there is no counterpart for this 


Applications for joint control of. motor 
with total annual operating revenues over $2,500,000 


ICC action 


Approved Jan. 17, 
(60 M. C. C. 701). 
Approved Feb. 2, 
57 M. C. C. 312). 
Approved Oct. 6, 
(68 M,C. C. — 
Aupeexed Aug. 13, 1951 
7M. C. 767. 
anemia May 17, 1951 
(57 M. C. C. 607). 
Approved June 23, 
Approved Jan. 12, 
(59 M. C. C. 735). 


1955 
1951 
1952 


1955. 
1954 


1952 
(58 M. C. C. 679). 

T. A. granted, effective 
Feb. 18, 1952. 

Approved Mar. 18, 
(59 M. C. C. 37). 

Approved May 13, 
(59 M. C. C. 155). 

Pending. 

Approved Sept. 12, 1955 
(65 M. C. C. 000). 

Approved Nov. 23, 1954 
(60 M. C. C. 000). 

Approved Dec. 18, 1953 
(59 M. C. C, 724). 

Approved Jan. 28, 1954 
(569 M. C. C. 000). 


1953 


1953 


rs Aug. 6, 1954 
Continuation of control and | 


(60 M. C. C. 404), 


Approved June 9, 1954 
(60 M. C. C. 301). 

Approved Dec. 30, 1953 
(59 M. C. C., 642), 

Denied Aug. 31, 1954 
(60 M. C. C. 000). 


3a In the original draft of this report, table II was based on a random sample of printed 


decisions in M. 
On the basis of that random sample, 
we had found that 
operating rights and $869,081.5 for operating rights with property, 
In the opinion of the 
of printed decisions in place of the random sample in 
no way vitiates = conclusion in the original draft of the report. 
the 
ting rights with property, 


the hearings, 


paid $12,347 
herein of the 


remains that 


opera 


GOOF 


37 and $81,797.5, 
statistical “universe” 


ae. Ge 


vols. 57 


the “giants” 


respectively. 


“ciants” paid substantially higher 


than the smaller carriers. 


prices for 


authors, 


The fact now, 
operating 


through 60 rather than on a survey of all such decisions. 
the validity of which the Commission challenged at 
paid an average price of $61,004.65 for 


while other carriers 
the inclusion 


as before, 
rights, and 








MC-F-6052 


Inc., and Collett Tank Lines. 
Co.—Purchase—A brent 


portation Co., 
and 





(65 M. C. C. —). 
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TaBie III.—“Giant” combinations: Applications, etc.—Continued 
Docket No. | Application ICC action 
| a | stn 
MC-F-5606_.... | John Ruan (Ruan Transport Corp.)—Control; C & R | Approved June 7, 1954 
| Transport, Inc.—Control—Keeshin Freight Lines, et al. (60 M. C. C. 173). 
MO-F-5761..... Cantlay & Tanzola, Inc.—Control; Western Truck lines, Approved Nov. 28, 1955 
Ltd.—control—Gillette Motor Transport, Inc. (65 M. C. C.—). 
MC-F-5773..-..- Rogers Cartage Company of Indiana, Inc.—Control—Texas | Approved Feb. 8, 1955 
Arizona Motor Freight, Inc. | (5M.C.cC.—). 
MC-F-5783_.... Pacific Motor Trucking Co.—Purchase—Pacific Freight | Approved June 4, 1956 
Lines. | (65M.C.C.—>). 
MC-F-5785_...- Shirks Motor Express Corp.—Control and Merger—Boyce | Approved Dec. 1, 1955 
| _ Motor Lines, Inc. (65 M. C. C. 557). 
MC-F-5859.....; Pacific Intermountain Express Co.—Merger—West Coast | Approved Feb. 10, 1956 
Fast Freight, Inc. (65 M. C. C. 667). 
MC-F-5870_-...- | Keeshin Motor Express Co., Inc.—Merger—Seaboard | Approved June 7, 1954 
Freight Lines, Inc., and National Freight Lines, Inc. | (60M. C. C. 173). 
MC-F-5891_...-! Hall’s Motor Transit Co.—Control and Merger—York | Approved Apr. 13, 1956 
Motor Express Co. | (65M.C.C,—). 
MC-F-5900_.... | Ringsby Truck Lines, Inc.—Merger—Northern Transpor- 
| tation Co. 
MC-F-5915_...- | Pacific Intermountain Express Co.—Merger—System Tank | Approved June 21, 1955 
Lines, Inc (65 M. C. C. —). 
MC-F-5047_...- Eastern Freightways, Inc.—Control and Merger—Niagara Approved July 31, 1956 
| Motor Freight Corp. (65 M. C. C. —). 
MC-F-5951__..- | Consolidated Freightways, Inc.—Control—Foster Freight | Approved Dec. 7, 1955 
| Lines, Ine. | (65 M.C.C.—). 
MC-F-5984__... | Pacific Intermountain Express Co.—Control—Orange Trans- | Approved Feb. 16, 1956 
| 


MC-F-6066 
MC-F-6083 


MC-F-6086 
MC-F-6090 
MC-F-6115 


MC-F-6135. 


MC-F-6141 
MC-F-6143 
MC-F-6151 


MC-F-6152. -- 


MC-F-6154 


MC-F-6199--_. 
MC-F-6202--_- 


MC-F-6203 
MC-F-6206 


MC-F-6221- -. 
MC-F-6224.-. 


MC-F-6229 


MC-F-6237. .. 
MC-F-6253-. 


MC-F-6276 
MC-F-6278 


MC-F-6303. 


MC-F-6320 





| Spector 


| Consolidated 


| Consolidated Freightways, 


Steffke Freight 
Storage Corp. 

North American Van Lines, Inc.—Pooling - _----- 

Ringsby Truck Lines, Inc.—Control and Merger—Inland 
Freight Lines, et. al. 

or System, Inc.—Control—T.S.C. Motor Freight Lines, 
ne. 


Freight 


E & L Transport Co.—Control and Merger—E & L Trans- | 


port, Inc., of Indiana. 


E. Brooke Matlack, Inc.—Control and Merger—Paul M. 


Gillmor Co, 

Consolidated Freightways, Inc. 
Motor Express, Inc. 

Strickland Transportation Co., 
Motor Freight Lines, Inc. 

Truck Transport Co.—Control 
Transit Co. 

Denver-Chicago Trucking Co., 
Wilson, Inc. 

United Van Lines, Inc.— Pooling 

Braswell Motor Fre ight Lines, Inc.—C ontrol—D.C. Hall Co. 


Inc.—Control—Kelleher 
and Merger—Roadway 


Inc.—Control—R. B. “Dick” 


-Control—Silver Fleet | 


Pacific Intermountain Express Co.—Control and Merger— | 


Union Transfer Co. 

Consolidated Freightways, 
Shippers Dispatch, Inc. 

E & L Transport Co.—Controland Merger—Central Truck- 
away System, Inc. 

Freight System, Inc.—Control 
Mid-States Freight Lines, Inc. 

Consolidated Freightways, Inc.—Control 
Gallagher Freight Lines, Inc. 

H. Beale Rollins—Control—Atlanta-New Orleans Motor 
Freight Co., Inc., and Johnson Motor Lines, Inc 

Norwalk Truck Lines, Inc.—Control—Shirks Motor Express 
Corp and Boyce Motor Lines, Inc. 

Freightways, Inc.—Control 
Bell Lines, Inc. 

T. I. M.E., Ine.—Control and Merger—Southeastern Truck 
Lines, Ine. 

Consolidated Freightways, 
Motor Cargo, Inc. 


Inec.—Control and 


and Merger— 


and Merger— 


and Merger— 


Ine.—Control and Merger— 

Inc.—Control and Merger— 
Liberty Motor Freight Lines, Inc. 

Consolidated Freightways, Inc.—Merger—Foster Freight 
Lines, Ine. 

Arkansas Motor Freight Lines, Inc.—Merger—Best Motor 
Freight, Inc. 


Merger— 





T. A. granted September 
1955. 


Approved = 6, 1956 
(65 M. C. “). 
Approved Dee 21, 1956 
(65 M. C. C. —). 
Approved pee . 16, 1956 
(65 M.C i. 

T. A. granted Dec. 1, 


1955. 
Approved Apr. 9, 1956. 
(65 M. C. C. —). 
Approved Aug. 28, 1956. 


Approved Nov. 28, 1956. 


Die 
1956. 


granted Apr. 1, 


Approved ae 16, 1956 
(65 M. C. C. —). 
7: As §tt sed 


1956. 


Apr. 1 


ee 
1956. 


granted May 1, 


T. A. granted Sept. 1 
1956. 
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Fifty-eight of these mammoth combinations were proposed between 
January 1950 and June 1956. At last count, the Commission had 
denied only one of these applications and approved 43.4 While it is 
difficult to determine the precise quantitative impact of these combi- 
nations, it would appear—and this is an overly conservative estimate— 
that the combined size of the foregoing 43 mergers is greater than the 
combined size of 500 small carrier mergers authorized by the Com- 
mission during the same period. 


2. CONCENTRATION TRENDS, 1950-56 


The effect of the 1950-56 merger movement on concentration in the 
trucking industry is difficult to measure, partly because of commodity 
specialization among carriers, partly because of regional and territo- 
rial specialization, and partly because of conglomerate integration. 

Table IV shows the various commodity classifications set up by the 
Interstate Commerce Commission for both common and contract, in- 
tercity and local carriers, as well as the number of carriers in each 
classification together with their total operating revenues for 1950 
and 1955. 


4*The Commission granted final approval in 36 of these cases, and temporary operating 
authority in 7 others ; 14 applications are still pending. 
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Even a cursory examination of table IV should make it clear that 
an aggregate concentration measure comprising the 17 different com- 
modity classifications, the common and contract carriers, and the local 
and intercity operators would have only limited significance. Ob- 
viously, a common carrier of motor vehicles does not compete directly 
with contract carriers of motor vehicles, and does not compete—even 
remotely—with common carriers of liquid petroleum products. Simi- 
larly, carriers in the same commodity classification but operating in 
different geographical areas are essentially in noncompeting groups. 
Hence, if we are to develop some relevant generalizations about the 
effect of mergers on competition in the trucking industry, it is impor- 
tant to trace the changing concentration pattern, classification by clas- 
sification and area by area. The following discussion of the general 
freight, automobile, and petroleum carriers—and the more detailed 
analysis of household movers in part III, infra—are no more than a 
first attempt to gage concentration in this industry. 


General freight carriers 


Tables V, VI, and VII portray the evolving concentration pattern 
for common carriers of general freight. Table V simply lists the 100 
largest intercity carriers in this category together with their total 
operating revenues in 1950 and 1955. Taken by itself this table may 
give the misleading impression that the market control of many of 
the 100 largest had declined between 1950 and 1956—an impression 
which a careful reading of the footnotes will quickly dispel. The 
fact of the matter is that certain carriers, considered in their role as 
separate corporate entities, may have lost some fraction of their erst- 
while market control. However, these very firms, considered as part 
of acontrol group including one or more affiliated carriers, have tended 
not only to hold their own, but also to increase their share of the 
general freight market. 


Taste V.—Total operating revenues of the 100 largest class I common motor 
carriers (intercity) of general freight, 1955 and 1950 


Per- 
centage 
1955 of total 1950 
revenues for all revenues 
Company (in thou- | classI | (in thou- 
sands of | carriers | sands of 
dollars) of dollars) 
general | 
freight | 


Associated Transport, Inc.!......-......-------- $49, 385.9} 1.84 $35, 400. 
ye ST OSS SS ee 39, 744.1 | 1.48 | 21,624. 
. Consolidated Freightways, Inc.’_........----.-- 36, 695. 6 | 1. 37 23, 949. 
Pacific Intermountain Express 4. ......------- ool 31, 287.4 1.17 | 16,338. 
Interstate Motor Freight System 5 q 29, 025. 7 1.08 19, 713. 
Norwalk Truck Lines Co.*_............---.....-- | 3 28, 732.6 1.07 | 17,128. 
. Transamerican Freight-Lines, Inc.’_..-.--..-.-- 3 27,456.6 1.02 11, 819. 
| 27,312.3 1.02 | 17,166. 
25, 642. 2 . 96 18, 257. 
Sacinacpaniires 21, 001.6 . 78 14, 824. 
. Denver-Chicago Trucking Co.10_ | 20,816. 2 .78 14, 628. 
2. Spector Freight System, Inc."_.........--.--..- 3 | 20,810.1 .78 10, 36 
. McLean Trucking Co.” ; 20, 450. 9 . 76 2, 
. Great Southern Trucking Co.!*_.............--- 20, 393. 1 . 76 9, 161. 
. Eastern Motor Express, Inc.'4__........---- naa |} 20,119.1 .75 » oe 
. Mid-States Freight Lines, Inc.%_............-.-- é 18, 406. 9 . 69 12, 687. 
7. Mason & Dixon Lines, Inc 14, 498. 7 . 4 9, 037. 
. Kramer Bros. Freight Lines, Inc - 14, 485. 4 . 4 11, 096.8 | 
19. Akers Motor Lines, Inc 14, 337. 4 . o 8, 345.9 
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é 


— 
_ 
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See footnotes at end of table. 
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TaBLE V.—Total operating revenues of the 100 largest class I common motor 
carriers (intercity) of general freight, 1955 and 1950—Continued 


Company 


. Commercial Motor Freight, Inc. (Ohio) 
. Gateway Transportation Co 
. Hayes Freight Lines, Inc.®. ..................-- | 


3. West Coast Fast Freight, Inc.!?.............-...| 


. Garrett Freight Lines, Inc.'§_................... } 


. All States Freight, Inc 


. Wilson Freight Forwarding Co.' 


27. East Texas Motor Freight Lines_. 


. Santa Fe Trail Transportation Co.2____........| 
. Navajo Freight Lines, Inc.?!__..............-..- 


0, Shirks Motor Express Corp.”?_..._.......-...---. 
31. Johnson Motor Lines, Inc.?3_____.........---.-- 
32. Super Service Motor Freight Co., Inc.%___.._._- 


. Daniels Motor Freight, Inc 
. Cooper-Jarrett, Inc. -- 


35. Associated Truck Lines, Inc.%__-.-.-...--.----| 


i “ eland, Columbus & aeane ehreuvies ay, | 
ne.%____. sbadeuk 

. Michigan Motor Freight Lin 

. Central Truck L: ines, Inc 

. Adley Express Co.” 

. General Expressw ays, AR rere ruses 

. Yellow Transit Freight Lines, Inc 

. Gordon’s Transports, Inc 

. Southern Plaza Express, Inc.%__............-.-- 

. Campbell Sixty-Six Express, Inc 

. Central Freight Lines, Inc.%.__.........-...... 


5. Pilot Freight Carriers, Inc.*!__..........-...-... 


53. Ringsby Truck Lines, Inc.*__ 


58. Viking Freight Co.%5 


43. Branch Motor Express Co 


65. Strickland Transportation Cy OO 


2, Ellis Trucking Co., Inc.- 


5. Hancock Trucking, Ine 
5. Long Transportation Co.%__ 


91. 


. Continental Transportation Lines, Inc 
. Carolina Freight Carriers Corp 

. Huber & Huber Motor Express, Inc 

. Ilinois-California Express, Inc 

. Burlington Truck Lines, In 

. Dixie-Ohio Express, Inc.%3_ ____- 


. Los Angeles-Seattle Motor Express, ‘Ine... 
. Middle Atlantic Transportation Co., Inc 
. Western Truck Lines, Ltd.% 

. Hennis Freight Lines, Inc 


, Chicago Runvess, In... . 2... 25. ccc dnnncs. 2s ‘is 
. Lee Way Motor Freight, Inc.%” 

. Merchants Motor Freight, Inc.*8______- 

. Red Star Express Lines of Auburn, Inc_- 


. Union Freightways * 


. Red Ball Motor Freight, Inc. _ RG CERES 
. Brown Express 42_ ___ ce 

. Central Motor Lines, Inc.‘- 

. Red Star Transit Co., Inc_. 

. Steffke Freight Co.*4___ 

. Interstate Motor Lines, Inc.#_. 


. Hoover Motor Express Co., Inc. ere 
. Hemingway Bros. Interstate Trucking Co... _- 
. Olson Transportation Co 

. Michigan Express, Inc.” 

. Motor Freight Express 4 

. Decatur Cartage Co.‘ — 

. Lyons Transportation Co-.-..........-...-- 

. M & M Transportation Co- 

. Sunset Motor Lines Cute alcitee 
. Merchants Fast Motor Lines, Inc.§!___..__.. 
. St. Johnsbury Trucking Co., Inc 

. Wilson Truck Co., Ine : 


. Consolidated Freight Co.5____- sbnaek sbesddaat bom 
. Brooks Transportation Co., Inc.®... 





. Davidson Transfer & Storage Co 
Rock Island Motor Transit Co. 
Transcon Lines + 


See footnotes at end of table 


| Region | 
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1955 
revenues 
(in thou- 
sands of 

dollars) 


Per- 
centage 
of total 
for all 
class I 


of 
| general 


$14, 124.4 | 
13, 718.0 | 


13, 643. 
12, 896. 
12, 500. 
12, 286. 
12, 213. 
11, 592. 
11, 167. 
10, 980. 
10, 935. 
10, 916. 
10, 835. 
10, 790. 
10, 753. 


10, 634.6 | 


PAW IS WII 


51 
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10, 602. 4 


10, 561.4 | 
10, 358. 4 | 
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TaBLe V.—Total operating revenues of the 100 largest class I common motor 
carriers (intercity) of general freight, 1955 and 1950—Continued 


| | oe 

















Per- | Per- 
centage | | centage 
1955 of total 1950 of total 
revenues for all revenues | for all 
Company Region| (in thou- | classI | (in thou- | class I 
sands of | carriers | sands of | carriers 
dollars) of | dollars) | of 
general | general 
freight | freight 
92. Terminal Transport Co., Inc_.........-.....---- 4 $6, 555.1 0. 24 $4, 967.8 0. 30 
93. York Motor Express Co.*’._............-...-.-- 2 | 3, 539. 9 24 4,315.0 2% 
Es TR. Ae ee Wig MEN on ii cd <cilbesbeccptiecccccce 9 5 . 24 | 2, 123.3 | .18 
95. Helm’s New York-Pittsburgh Motor Express, 
EE a ee ee * ae ea ee | 2 6, 420.8 . 24 2, 094. 8 1 
0. Res@wey Transit Oe... ......-....-............ 3 fi, 294. 5 | .23 4,006.7 | . 24 
97. Smith’s Transfer Corporation of Staunton, Va.*!_ 2 | 6, 201.9 | . 23 | 3, 123.1 | .19 
EO EL eS ee a ee eee 2 | 6, 156.9 | . 23 | 2, 581.3 .16 
99. Western Express Co.% 2 f, 102.1 | .23 4, 085. 1 . 25 
100. Glendenning Motorways, Inc.®_.........._...-- 5 | 6, 053. 9 23 | 3, 609.9 | . 22 
OT ES a oe see ae Mees. 1, 196, 236. 4 44.62 726, 277.4 | 43. 61 


1 Associated Transport, Inc., controls, through 100 percent stock ownership, Associated Transport of 
North Carolina, Inc., which is not a class I interstate carrier. 

2 Roadway Express, Inc., has been granted temporary authority to control M & R Transportation Co., 
Inc., pending final determination of docket MC-F-6161. 

8’ Consolidated Freightways, Inc., controls Beardmore Transfer Line, Inc., Howard R. Williams, Inc., 
and Foster Freight Lines, Inc. (total operating revenues in 1955 of $313,812, $1,543.538, and $2,347,588, re- 
spectively), as well as Canadian Freightways, Ltd. Its recent acquisition of R. A. Conyes Tank Lines and 
Utah-Arizona Freight Lines, Ine. (total operating revenues in 1955 of $991,920 and $646,536, respectively) is 
not yet reflected in Consolidated’s annual report for 1955. Applications by Consolidated for such major 
acquisitions as The Silver Fleet Motor Express, Inc., Shippers Dispatch, Inc., Bell Lines, Inc., Rutherford 
Freight Lines, Inc., Motor Cargo, Inc., and Liberty Motor Freight Lines, Inc. (total operating revenues in 
1955 of $4,424,494, $5,063,987, $6,156,977, $1,975,520, $21,001,563, and $4,950,820, respectively) are now pending 
before the Commission. 

* Pacific Intermountain Express Co. controls the following carriers in the ‘‘giant’’ category: West Coast 
Fast Freight, Inc., and Collett Tank Lines (total operating revenues in 1955 of $12,896,702 and $2,395,361, 
respectively). It also controls Orange Transportation Co., Inc. (total operating revenues in 1955 of $1,257,812), 
and has applications pending for control over Union Transfer Co. (total operating revenues in 1955 of 
$8,043,364), Public Freight System, and M & M Fast Freight, Inc., which applications have been ap- 
proved by the hearing examiner. 

5 Interstate Motor Freight System controls through 100 percent stock ownership 2 intrastate carriers, viz. 
Interstate Motor Freight System, Inc. of Indiana, and Central Michigan Trucking, Inc. 

6 Norwalk Truck Lines, Inc., holds temporary authority to control Shirks Motor Express Corp. and 
Boyce Motor Lines, Inc. (total operating revenues in 1955 of $10,935,003 and $4,546,526, respectively) and 
P. M. T. Lines. In addition, Norwalk controls 2 intrastate carriers, viz, Norwalk Truck Line Company of 
Indiana and Illinois Norwalk Truck Line Co. 

’ Transamerican Freight Lines, Inc., holds temporary authority to control Leonard Ragland pending 
final determination of docket MC-F-6136, 

§ Watson Bros. Transportation Co., Inc., is under common control with Watson Bros. Van Lines and 
Heavy Hauling Co. (total operating revenues in 1955 of $457,944). 

* Motor Cargo, Inc., controls through 100 percent stock ownership 2 intrastate carriers, viz., Motor Cargo 
of Minnesota, Inc., and Motor Cargo of Delaware, Inc. In docket MC-F-6276, Consolidated Freight ways, 
Inc., proposes to merge with Motor Cargo, Inc 

10 Denver-Chicago Trucking Co. controls R. B. “Dick”? Wilson, the 8th largest petroleum hauler (total 
operating revenues in 1955 of $4,669,720), and Boulder Truck Service, Inc. (total operating revenues in 1955 
of approximately $120,000). 

' Spector Freight System is under common control with Freight Distributors, Inc., and Disnateh Express 
New York Corp. It holis temporary operating authority to control Schumacher Motor Express, Inc. 
(total operating revenues in 1955 of $1,133,921) pen ling final determination of docket MC-F-6091. It also 
has applied for permission to merge with the ‘‘giant’’ Mid-States Freight Lines, Inc. (total operating rev- 
enues in 1955 of $18.406,910), which application has been approved by the hearing examiner. 

122 MeLean Trucking Co. holds temporary authority to control Carolina Motor Express Lines, Ine. (total 
operating revenues in 1955 of $3,845,440), pending final determination of docket MC-—F-5114. It also has 
temporary authority to control Service, Inc. (total operating revenues in 1955 of $1,499,811) pending final 
determination of docket MC-F-6279. In docket MC-F-5913, Malcolm P. McLean seeks permission to 
control both McLean Trucking Co. and Pan-Atlantic Steamship Corp. 

18 Great Southern Trucking Co. is part of the Ryder System, Inc., which also controls T.S.C. Motor 
Freight Lines, Inc. (total operating revenues in 1955 of $5,114.535), Emmott Valley Transportation Co., 
(total operating revenues in 1955 of $1,238,439), and Miller Motor Line of North Carolina, (total operating 
revenues in 1955 of $1,022,657). Great Southern holds temporary authority to control Fogarty Bros. Truek 
Line, Inc. (total operating revenues in 1955 of $211,989) and K. 8S. Moffett, pending final determination 
of dockets MC-F-6175 and MC-F-6314. Ryder has also applied for permission to acquire Loo-Mac 
Freight Lines, Inc. (total operating revenues in 1955 of $1,445.687). (See docket MC-F-6149.) 

14 Eastern Motor Express, Inc., is under common control with House Trucking Co., Inc., which is not 3 
class I interstate carrier. 

15 Mid-States Freight Lines, Inc., is to be merged with Spector Freight System, Ine. (total operating 
revenues in 1955 of $20,810,622) if application in docket MC-F-6206 is approved. This application has 
been approved by the hearing examiner. 








Footnotes continued on p. 243, 
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i Hayes Freight Lines, Inc., a carrier operating generally east of the Mississippi River, and Southwest 
Freight Lines, Inc. (total operating revenues in 1955 of $4,651,505) which generally serves a territory west 
of the river, are under common control of David H. Ratner and his brother-in-law, Joseph E. Grinpas. 
Milton D. Ratner, brother of David H. Ratner, controls Midwest Transfer Company of Illinois (total 
operating revenues in 1955 of $9,681,657). Milton D. Ratner and his brother-in-law, Bernard A. Lipson, 
also control Emery Transportation Co. (total operating revenues in 1955 of $10,257,990). For the corporate 
“as of the foregoing companies, see 57 M. C. C. 312, 57 M. C. C. 808, 57 M. C. C. 385, and 56 
M. . 59. 

17 West Coast Fast Freight, Inc., is controlled by Pacific Intermountain Express Coe. (total operating rev- 
enues in 1955 of $31,287,447). 

18 Garrett Freight Lines, Inc., has applied for permission to acquire control of Transportation Service Co. 
See docket MC-F-6298. 

1® Wilson Freight Forwarding Co., Inc., is under common control with the Cleveland & Chicago Motor 
Express Co. and Meeks Motor Freight (total operating revenues in 1955 of $807,783 and $1,438,092, respec- 
tively). 

20 Controlled by Atchison, Topeka & Santa Fe Railway Co. 

21 Navajo Freight Lines, Inc., controls F & 8 Transit Co., Inc. (total operating revenues in 1955 of $787,934) 
and holds temporary authority to control Hearne Motor Freight Lines, Inc. (total operating revenues in 
1955 of $997,772), pending final determination of docket MC-F-6260. 

22 Shirks Motor Express Corp. is under common control with Boyee Motor Lines, Inc. (total operating 
revenues in 1955 of $4,546,526) and P. M. T. Lines. Norwalk Truck Lines, Inc., currently holds temporary 
authority to control Shirks, Boyce, and P. M. T. Lines, pending final disposition of docket MC-F-6229. 

23 Johnson Motor Lines, Inc., is under common control with Atlanta-New Orleans Motor Freight Co., 
Inc. (total operating revenues in 1955 of $4,279,131). 

24 Super Service Motor Freight Co., Inc., holds temporary authority to control Harrison Motor Freight 
and Coates Norrell Motor Express Inc. (total operating revenues in 1955 of $1,926,407 and $379,719, respec- 
tively), pending final disposition of dockets MC-F-6195 and MC-F-6230. 

25 Associated Truck Lines, Inc., controls through 100 percent stock ownership Western Michigan Trans- 
portation Co, and Associated Motor Freight Co., neither of which is a class I interstate carrier. 

26 Cleveland, Columbus & Cincinnati Highway, Inc., is controlled by United States Truck Lines, Inc., 
of Delaware. For a list of its corporate affiliations, see note 42, infra. 

27 Adley Express Co. controls the Savage Truck Line, Inc. (total operating revenues in 1951 of $2,398,398). 

28 General Expressways, Inc., is under common control with General Expressways, Inc. (Iowa), and 
Seaboard General Expressways, Inc. (total operating revenues in 1955 of $392,976 and $2,977,254, respectively), 
as well as General Expressways, Ltd. (Delaware), General Expressways, Inc. (Indiana), and Scott Trans- 
portation Co. (Ohio). John Ruan who controls the General Expressways system also controls Ruan Trans- 
port Corp., [llinois-Ruan Transport Corp., and Terminal Transport Co. (total operating revenues in 
1955 of $6,087,316, $643,146, and $703,756, respectively). 

*¢ Southern Plaza Express is under common control with Central Express, Inc., Southern Express, Inc., 
and McMahon Transfer Co., Inc., which are not class 1 interstate carriers. 

+0 Central Freight Lines, Inc., is under common control with Central Forwarding, Inc. (total operating 
revenues in 1955 of $533,807). 

1 Pilot Freight Carriers, Inc., is under common control with Terminal Warehouse Corp. which is not a 
class I interstate carrier. 

surlington Truck Lines, Inc., holds temporary authority to control Tom Coffey, pending final dis- 
position of docket MC-F-6238. Burlington is a subsidiary of Chicago, Burlington & Quincy Railroad Co, 

Dixie-Ohio Express, Inc., controls Dixie-Ohio Truck Co. and Dixie Freight, Inc., neither of which is 
a class I interstate carrier. : 

‘ Ringsby Truck Lines, Inc., controls Motorways, Inc., and Inland Freight Lines (total operating rev- 
enues in 1955 of $570,061, and $2,696,072, respectively), and Northern Transportation Co. (total operating 
revenues in 1953 of $3,184,945). Ringsby is also under common control with Ringsby Forwarding Co. 
which is not a class I interstate carrier. 

‘a Western Truck Lines, Ltd., is under common control with Gillette Motor Transport, Inc., and Can- 
tlay and Tanzola, Ine. (total operating revenues in 1955 of $4,508,728 and $3,424,571, respectively). 

Viking Freight Co. is under common control with Cook Truck Lines, Inc. (total operating revenues 
i 
( 


in 1955 of $3,487,407). 
‘hicago Express, Inc., is under common control with Reefer Service, Inc., which is not a class I inter- 
state carrier. 

7 Lee Way Motor Freight, Inc., is under common control with Sooner Freight Lines (total operating 
revenues in 1955 of $1,183,752), Choctaw Express, and Frigid Transportation Co. 

* Merchants Motor Freight, Inc., is under common control with Murphy Motor Freight Lines, Inc. 
(total operating revenues in 1955 of $3,133,218) and Allen Truck, Ine. 

Union Transfer Co., doing business as Union Freightways, is to be merged with Pacific Intermountain 
Express Co., if application in docket MC-F-6199 is approved. ‘The merger has already been approved 
by the hearing examiner. 

0 Strickland Transportation Co., Inc., holds temporary authority to control Kelleher Motor Freight 
Lines, Inc. (total operating revenues in 1955 of $2,930,686), pending final disposition of docket MC-F-6141. 

Red Ball Motor Freight, Inc., holds temporary authority to control Jefferson County Express Co., 
Inc., pending final disposition of docket MC-F-6075. 

42 Brown Express, Inc., is controlled by U. 8. Truck Lines, Inc., of Delaware, which controls 2 other 
carriers in the ‘‘giant”’ category, viz. The Cleveland, Columbus & Cincinnati Highway, Inc., and Motor 
Express, Inc. of Ohio (total operating revenues in 1955 of $10,602,442 and $5,649,209, respectively). U.S. 
Truck Lines also controls The Superior Transfer Co. (Ohio), Motor Express, Inc. (New Jersey), Buffalo 
Delivery, Inc., Detroit Delivery, Inc., the Consolidated Cartage & Storage Co., and Motor Express, Ine. 
of Indiana (total operating revenues in 1955 of $1,330,626, $2,314,870, $458,735, $694,463, $1,680,715, and 
$2,386,704, respectively). In addition, it controls 9 other companies not classified as motor common carriers. 
The Erie Railroad Co. owns the largest single block of stock (14.01 percent) in U. S. Truck Lines, and 2 of 
Erie’s directors are also directors of Truck Lines. For a complete description of the pattern of common 
control, see 57 MCC 607. 

43 Central Motor Lines, Inc., is under common control with Terminal Transfer, Inc. (total operating 
revenues in 1955 of $536,043) and Central Distributing Co. 

4 Steffke Freight Co. holds temporary authority to control Albrent Freight & Storage Corp. and Clinton- 
ville Transfer Line, Inc. (total combined operating revenues in 1955 of $1,671,379), pending final disposition 
of docket MC- F-60852. 

45 Interstate Motor Lines, Inc., is under common control with Ely Transfer Co., and holds temporary 
authority to control Airline Express, Inc. (total operating revenues in 1955 of $339,213), pending final dis- 
position of docket M C-F-6137. 


Footnotes continued on p. 244. 
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4% Hemingway Bros. Interstate Trucking Co. controls R. I. Despatch, Inc., and holds temporary author- 
ity to control Ferreira’s Transportation, Inc., and Keogh Storage Co. (total operating revenues in 1955 of 
$1,017,551 and $270,690, respectively), pending final disposition of docket MC-F-6304. 

47 Michigan Express, Inc., controls Fulton Transportation Co. 

48 Motor Freight Express is under common control with the Baltimore Transfer Co. of Baltimore City 
(total operating revenues in 1955 of $4,417,659), the Baltimore Transfer Co. of Baltimore City, Inc., and 
Eagle Transfer Co. 

49 Decatur Cartage Co, is under common control with 2 “giants,’’ Rogers Cartage Co. and Texas-Arizona 
Motor Freight, Inc. (total operating revenues in 1955 of $6,909,213 and $3,110, 343), and other carriers in the 
Mullady-O’Connor-Griffin system. In addition to the foregoing cornpanies, Walter F. Mullady and 
John B. O’Connor (together with H. C. Griffin, Leland Barney, and Allen Torhorst in certain instances) 
control or manage the following companies in common interest: Arrow Transportation Co, (Delaware), 
Rutherford Freight Lines, Inc., Bulk Transport Co., and Quality Milk Service (total operating revenues 
in 1955 of $2,040,245, $1,975,520, $306,321, and $1,738,142, respectively), as well as Decatur Cartage Co., Inc., 
of Indiana, Rogers Cartage Co., Inc. of Indiana, Prairie State Motor Freight Co., and Roanoke Truck 
Depot, Inc. See 55 MCC 145, 58 MCC 216, and 58 MCC 803. 

50 Sunset Motor Lines is under common control with Sunset Storage & Distributing Co. which is not a 
class I interstate carrier. 

5! Merchant’s Fast Motor Lines, Inc., is under common control with A & W Motor Lines which is not a 
class I interstate carrier. 

52 Consolidated Freight Co. is under common control with Caldwell Motor Freight Co. 

8% Brooks Transportation Co., Inc. is under common control with Brooks Transfer & Storage Co., Inc 

total operating revenues in 1955 of $626,218). 

54 Long Transportation Co. is under common control with Comet Cartage Co. which is not a class I inter- 
state carrier. 

55 Rock Island Motor Transit Co. controls, through 100 percent stock ownership, the Rock Island Motor 
Transit Co., Inc. (Indiana) which is not a class I interstate carrier. 

% Transcon Lines controls Keystone Freight: Lines (total operating revenues in 1955 of $1,309,927) and 
has pending application MC-F-6053 for merger with M & D Motor Freight Lines, Inc. (total operating 
revenues in 1955 of $2,191,047). 

ocean Motor Express Co. is controlled by Hall’s Motor Transit Co. (total operating revenues in 1955 
of $5,123,557). 

8 T, I. M. E., Inc. holds temporary authority to control Wm. C. Dugan and Southeastern Truck Lines, 
ines = pees revenues in 1955 of $5,792,466), pending final disposition of dockets MC-F-6057 and 

—F-~6253. 

5? Helm’s New York-Pittsburgh Motor Express, Inc. controls Continental Freight Forwarding Co. 
(total operating revenues in 1955 of $331,986). 

0 Roadway Transit Co. is under common control with Truck Transport Co. (total operating revenues 
in 1955 of $3,705,654) and Fisher Cartage Co, 

61 Smith’s Transfer Corporation of Staunton, Va., controls, through 100 percent stock ownership, Serv- 
ice Storage & Transfer, Inc. (total operating revenues in 1955 of $639,493). 

62 Bell Lines, Inc., is under common control with Mountain Service, Wheeling Trailer Co., and Tandem 
Trailer Co., and is to be merged with Consolidated Freightways, Inc. (total operating revenues in 1955 of 
$36,695,618) if application in docket M C-F-6237 is approved. 

*8 Western Express Co. is under common control with Rice Truck Lines (total operating revenues in 
1955 of $901,423) and Chemical Transport which is not a class I interstate carrier. 

64 Glendenning Motorways, Inc., is under common control with Glendenning Cartage, Inc., and Glen- 
denning Forwarding Co., neither of which is a class I interstate carrier. 
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Taste VI.—Class I carriers under joint control with the 100* largest common 
carriers of general freight ee 1955 and 1950 


. eee ' | 
| 
Com-! Percent of | Percent of 
pany | | Total total for Total | total for 
Control group operating all class I operating all class I 
| 
| 


| 
| 
| 


revenues carriers of revenues carriers of 
in 1955 general | in 1950 general 
freight | freight 


soe ed ee ee 


| Consolidated group, total._.----- $42, 539, 012 | . 59 | $23, 949, 934 | 1.44 


Consolidated Freightways, Inc-- 36, 695, 618 céneneeteok. ae 949, 934 « 
Beardmore Transfer Line, Inc | 313, 812 |. s filicieedingstill | 
Howard R. Williams, Inc-- : 1, 543, 538 | : Sees 
Foster Freight Lines, Ine Sines 2, 347, 588 | 
R. A. Conyes Tank Lines- | 991, 920 | 
Utah-Arizona Freight Lines, Inc-- 646, 536 


Pacific Intermountain Express group, total 56, 394, 641 : 16, 338, 779 | 
Pacific Intermountain Express... 31, 287, 447 . , 338, 779 
West Coast Fast Freight, Inc__- | 12,896, 702 

Collett Tank Lines : | 2,395, 361 

Orange Transport Co., Inc. -_-- 1, 257, 812 

Union Transfer Co.? 8, 043, 364 | 

Public Freight System__. (8) 

M & M Fast Freight, Inc.? . . 518, 95s 


Norwalk group, total__- 214, 


Norwalk Truck Lines, Inc 28, 732, 5 | a 128, 600 | 
Shirks Motor Express Corp.‘- 
Boyce Motor Lines, Inc.‘ 


Watson Bros. group, total. sake ‘ Z7, ; - 04 | ; a, 815, 135 i 
ante ssieepincenecdl quristiitlibdeaeah ie inhaitsinmmnisiiegia ccaslantatnigarensatinie 
Watson Bros. Transport Co., Inc... - -- 27, 312, 310 | -.----| 17,166,044 
Watson Bros, Van Lines---- 457, 944 | | 649, 091 | 
Denver-Chicago group, total_- , ..| 25, 485, § . 98 re 14, 628, 399 - 


Denver-Chicago Trucking Co-_..- onal ae 816, 197 | . _| 14, 628, 399 |- 
R. B. “Dick’’ Wilson... .. caine 4, 669, 720 | | 





| Spector group, total_-- <entesanel oe )|—))hClUC 10, 368, 694 


Spector Freight System 20, 810, 100 10, 368, 694 | 
Schumacher Motor Express, iné#...... 1, 133, 921 
Mid-States Freight Lines 2 18, 406, 910 | 





| McLean group, total. -- _ ‘ a | . 96 ly 12, 386, 798 | 


- ee ——————— | 


McLean Trucking Co 20, 20, 450, 97 


12, 386, 728 | 
Carolina Motor Express Lines 4___....-- 3, 845, 440 


| 

| a é 
| 
: 4 
| | aan 


—|——— 


3 
Service, Inc.*_ i 1 499, 811 


Ryder system, total- - _.| 27, 980, 935 | 1.04 9, 161, 308 


Great Southern Trucking Co. 20, 393, 115 15 | 
Fogarty Bros. Truck Line 4 bak 211, | 3 Luaeun 
Emmott Valley Transport Co., Inc.‘_ _.| 1, 238, 638 | 
T. S.C. Motor Freight Lines-.--- = * tid, 835 
Miller Motor Line of N. C 1, 022, 657 


9, 161, 308 | | 





| Hayes group, total ae 18, 295, 249 i 68 | i 4, (113, 2 27 79 | 
Hayes Freight Lines, Inc.........--.---- 13, 643, 744 | 1113, 279 
Southwest Freight Lines, Inc | 4, 651, 505 4 
Midwest Transfer € ‘ompany of Ilinois 5_| 9, 681, 657 
Emery Transportation Co.5 : 10, 257, 990 


Wilson group, total ‘ 14, 459, 533 | . 04 | 9, 015, 083 | 


Wilson Freight Forwarding Co., Inc 12, 213, 658 9, 015 083 
Cleveland & C hic igo Motor Express. 807, 783 
Meeks Motor Freight- | » 438, 092 

Navajo group, total —— 12, 766, 530 . 48 3 616, 130 
Navajo Freight Lines, Inc ; 10, 980, 824 3, 616, 130 ® 
F & § Transit Co., Inc . ; 787, 934 A | 
Hearne Motor Freight Lines ¢. ae 997, 772 


(ia 


| Johnson Motor group, total : Peer . 57 5, 954, 306 


31 Johnson Motor Lines, Inc. 10, 916, 124 s 5, 954, 306 |-..- 
| Atlanta-New Orleans Motor Freight -- , 279, 131 


| ee a | 


See footnotes at end of table, 
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Taste VI.—Class I carriers under joint control with the 100* largest common 
carriers of general freight (intercity), 1955 and 1950—Continued 


Com- 
pany | 


rank | 
by 
size 


67 
36 


3Y 


40 


53 


60 


68 


| Lee 


Control group 





Super Service group, total. _..._..._.._-- 
Super Service Motor Freight Co 
Harrison Motor Freight 4..______- 
Coates Norrell Motor Express 4 

U.S. Truck Lines group, total--—__-_.-- 

Brown Express, Inc_ 

Cleveland, Columbus & Cincinnati_ 

Motor Express, Inc., of Ohio-. 

Superior Transfer Co. (Ohio) 

Motor Express, Inc. (New Jersey) 

Buffalo Delivery, Inc_- 

Detroit Delivery, Inc 


Consolidated Cartage & Storage Co.- 


Motor Express, Inc., of Indiana. 
Adley group, total_. 


Adley Express Co_- 
Savage Truck Line, Inc.® 
Ruan group, total 


General Expressways, Inc. 
General Expressways, Inc. (Iowa 
Seaboard-General Expressways 
Ruan Transport Corp 
Illinois-Ruan Transport Corp 
Terminal Transport Co 


Central Freight group, total 
Central Freight Lines, Inc_.-- 
Central Forwarding, Inc 

Ringsby group, total 

Ringsby Truck Lines, Inc.. 

Motorways, Inc 

Inland Freight Lines 

Northern Transportation Co.’ 
Western Truck group, total 


Western Truck Lines, Ltd_-- 
Cantlay & Tanzola, Inc. 


Gillette Motor Transport, Inc. 


Viking group, total 
Viking Freight Co 
Cook Truck Lines, Inc. 

Vay group, total_- ; 
Lee Way Motor Freight, Inc- 
Sooner Freight Lines. 
Merchants Motor group, total_---_-- . 

Merchants Motor Freight, Inc- - 

Murphy Motor Freight Lines, Inc 
Strickland group, total_-- 

Strickland Transport Co., Inc. 

Kelleher Motor Freight Lines, Inc.? 
Central Motor group, total 

Central Motor Lines, Inc 

Terminal Transfer, Inc 
Steffke group, total 


Steffke Freight Co-_. 
Albrent Freight & Storage 
Clintonville 


Corp. 
Transfer Lines 4 


See footnotes at end of table. 


and 





Percent of Percent of 















































1, 671, 379 





Total total for Total total for 
operating all class I operating all class I 
revenues carriers of revenues carriers of 

in 1955 general | in 1950 general 

freight | freight 
| $13, 141, 773 0.49 | $5, 189, 089 0. 31 
es 835, 647 5, 189, 089 |. 
1, 926, 407 
379, 719 
33, 008, 063 1.23 | 318, 841, 646 | ‘1.13 
alia Sadi se Sa nde cE ts Sesh seee as 
te 7, 890, 298 
| 10, 602, 442 7, 682, 584 
5, 649, 209 4, 183, 450 
1, 330, 626 1, 421, 457 
2, 314, 870 1, 966, 388 
458, 735 
694, 463 a tn 

1, 680, 716 1, 201, 386 | 

2, 386, 704 1, 586, 381 | 

12, 7 54, 002 48 | 5, 165, 705 .3 
10, 355, 604 5, 165, 705 Saeaea ae 

2, 398, 398 

.83 ll, 022, 56. 55 . 66 
8, 200, 591 
8 325, 000 
2, 2, 496, 974 
7, 087, 316 | 
643, 146 
703, 756 
10, 344, 739 39 | 4, 460, 626 a 
9, 810, 932 4, 460, 626 
533, 807 
15, 750, 405 | 59 | 6,335, 133 38 
| Y, 299, : 327 6, 335, 133 
570, 061 | 
2, 696, 072 

3, 184, 945 
16, 877, 926 52 

 §, 944, 627 |___. a eee 

3, 424, 571 

4, 508, 728 | “ 
12, 093, 718 45 | 5,531, 670. 7 

8, 606, 311 |__ 5, 531, 670 

3, 487, 407 

35 402,084; ~~ 
ee 6, 228, 192 
1,17 3, 892 
11, 356, 809 . 42 5, 5, 522, “468 33 

8, 223, 591 | 5, 522, 468 | 

3, 133, 218 | 
10,970,055|  +.41 | 3,037, 460 18 

“8, 039, 369 3, 037, 460 
2, 930, 686 
"8, 421, 913 31 4, 733, "800 2 
~~ 7,885, 870 4, 733, 800 
536, 043 
9, 498, 503 35 | 3,304, 009 20 
7, 827, 124 3, 304, 009 er 
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TaBLeE VI.—Olass I carriers under joint control with the 100* largest common 
carriers oof ont a nantes 1955 and 1950—Continued 





























Com- Percent of | | Percent of 
pany Total totalfor | Total | total for 
rank Control group operating all class I operating | all class I 
by revenues carriers of | revenues | carriers of 
size in 1955 general in 1950 | general 
freight | freight 
Interstate group, total_______- _®& 032, 913 0. 30 $3, 707, 882 0. 22 
71 Interstate Motor Lines, Ine 7, 693, 700 | 3,707, 882 | cabins . 
Airline Express, Inc.‘___- ; og 30, 218 |------------- ss 
Hemingway group, total "8 766, 339 : OF 989, 167 os ai a 24 
74 Hemingway Bros. Interstate Transport. 7, 478, 148 | | 3, 989, 167 
Ferreira’s Transport, Inc.‘ 1, 017, 551 ee Oak ae 
Keogh Storage Co.‘ __ ee 270, 690° ; BSS ee ss 
Motor Freight group, total 11, 728, 48 44 | ”, 230, 794 = . 43 
77 Motor Freight Express 7, 311, 280 |__. | 3,770,257 |__. 
Baltimore Transfer Co ; 4, 417, 659 |___ | 3,460, 537 7 
Decatur Cartage group, total _- 93,300,195 +.87| 11,971,330| ~~. 72 
78 Decatur Cartage Co 7, 310, 411 ? rte % No a 
Rogers Cartage Co ra 6, 909, 213 |__- ‘ | 4,231,615 }_.... 
Texas-Arizona Motor Freight, Inc_. Bi A Siesta ate a eae 2 e : 
Rutherford Freight Lines 1, 975, 520 hese + 
Bulk Transport Co....-...........2--.- 306, 321 |__. ‘es ; 
Quality Milk Service 1, 738, 142 
Arrow Transport Company of Delaware 


Brooks group, total... _- 


Brooks Transportation Co., Inc 
Brooks Transfer & Storage Co., Inc 


Transcon group, total 


91 Transcon Lines 


Keystone Freight Lines 


Hall group, total 


93 | Hall’s Motor Transit Co 
York Motor Express Co-_. 


T. I. M. E. group, total 


94 | T.I. M. E., Inc 


| Southeastern Truck Lines, Inc.‘ 


| Helm’s group, total_- 
95 | Helm’s New 


Express 
Continental Freight Forwarding Co-- 


York-Pittsburgh Motor 


Roadway Transit group, total 


96 | Roadway Transit Co 
Truck Transport Co_- 


Smith’s group, total. 


97 Smith’s Transfer Corp. (Virginia) _- 
Service Storage & Transfer, Inc. - 


Western Express group, total-_-- 
99 Western Express Co 
Rice Truck Lines_- 
Total, 37 control groups. --- 
Total, class I. - 





! According to size rank held in 1955. 
ison to control exercised as of Jan. 1, 1950. 
? Acquisition approved by hearing examiner. 
$ Estimated. 


This table reflects control exercised as of Dee. 31 


2,040,245 |. __- | “1, 829, 543 [---- cay 
7, 307, 384 | : 


6, 681, 166 = | 
626, 218 : | 














i) 1, 907, 380 ° = = 

re 1,907,380 |... 

. P : 13 “. 949, 74: 742 — aes 

L— | nee 
6 539, 918 ' 

12,274,916 | anne 

6,482,450 |.............| 1,183, 507 |...... . 

5, 792, 466 
6, 752, 752 oe ' 25 "saan toe eae ee =< 


6, 420, 766 


2, 096, 796 
331, 986 


10,000,104;  ~—~«37 | ~—-4, 006, 718 24 
6, 204, 450 | 4, 006, 718 

3, 705, 654 | 

"6, 841, 458 | 3, 128, 093 | 119 


6, 201, 965 
639, 493 
7, 003, 483 .26| 4,924, 975 —_— 


4, 085, 167 


 /. 123, 093 | 


6, 102, 060 


901, 423 839, 808 
658, 7 729 9, 072 24.56 | 295, 160, 473 17. 72 
2,681 ,933, 798 100. 00 1,665,330,889 100. 00 





, 1956 in compar- 


4 Temporary operating authority approved by the Commission. 


§ Contract carrier and, 
§ Total operating revenue shown is for 1951, 
’ Total operating revenue shown is for 1953. 
§ Not available and hence excluded from totals. 


as such, excluded from revenue totals. 
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Table VI makes this clear. It shows the carriers which are under 
joint control with the 100 largest common carriers of general freight 
(intercity). The 37 control groups listed in table VI earned 17.72 
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—— of class I general freight revenues in 1950, but by 1955— 


rgely as a result of mergers authorized by the Commission—these 
same 37 control groups had increased their eae of the class I general 
freight market to 24.56 percent. The most spectacular gains were 
registered by the PIE group whose market control rose from 0.98 
percent in 1950 to 2.10 percent in 1955. (On a regional basis, PIE’s 
growth was even more notable. In 1950, the PIE group had 12.19 
percent of the class I general freight market in region 9. By 1955, 
its share of the region 9 market had jumped to 26. 56 percent, despite 
the fact that there were 16 new class I carriers operating in the 
region.) One of the 37 control groups (Wilson Freight Forwarding) 
held its share of the national market constant, while four others 
(Hayes, Watson, Lee Way, and Western Express) lost some of their 
percentage share. Nevertheless, 32 of the 37 control groups improved 
their relative market position—despite the addition of 242 newcomers 
to the list of class I common carriers (intercity) of general freight. 


TaBLE VII.—Market control by largest* class I common carriers of general 
freight (intercity) in 1950 and 1955 as measured by total operating revenues 


Market control A verage control per carrier 
Carriers 

Reletive 
increase 
(1950-45) 3 


Percent | Percent | Relative 
of total of total increase 
(1450) 4 (1955) 4 |(1950-55) & 


Percent 
of total 
1955) 2 


Percent 
of total 
(1950) 2 


Percent 
+19. 86 
— 26. 92 
—25. 30 


err 
—27. 40 


| Percent 
7.01 | +20.03 .75 
92. 99 —1. 26 . 078 | 
. 083 | 
1. 35 
. 073 | 


5. 84 
94.16 | 


100. 00 


“Ud. 82 
88.18 | 


Total (class I)§_______- 100.00 |......-- 


13.54 | 
86. 46 


“1s 
093 | 


. 104 | 


+14. 55 | 
—1. 99 | 


10 largest ® 
All others_..__-- 





Total (class I)5___- 


15 largest 6 
All others 


Total (class I)*___- 


20 largest ®___- 
All others 


Total (class I)___- 


25 largest ® 
BEANE aS snscnus 


Total (class I)5_- 


50 largest ® 
ae : 


Total (class I)5 


75 largest 6 
TE EE nese esdoenn-~ - 


Total (class I)5 


! According to size rank held in 1955. 


81. 25 | 


1.02 


rig 25 
. 069 | 





100. 00 | 


100. 00 


“17. 97 
82. 03 


100. 00 | 


4 20. 76 
79. 24 | 


21. 41 | 
78. 59 


100. 00 ‘I 


23. 98 | 
76. 02 | 


“415.51 | 


- 090 | 


90 


. 087 | 


= 104 | 
83 


085 | 


“1.07 
. 067 | 


- 083 


“96 
. 065 | 


— 25. 30 


4-15. 5. 66 
—30. 77 





100. 00 | 


30.24 | 
69. 76 


100. 00 | 


100. 00 





100. 00 


083 | 


— 25. 30 











35. 40 | 
64. 60 | 


100. 00 | 
44.44 
55. 56 | 


+16. 37 | 


100. 00 | 


—11. 25 


070 | 


-71 
. 056 | 


50 
. 049 


- 083 | 


+18. 33 
—37. 8 


+15. 69 


—42. 85 
— 25. 30 


2 Total operating revenues for the group divided by total operating revenues for all class I common carriers 
of general freight (intercity) for the year specified. 
3 Increase in market control between 1950 and 1955, measured as percentage of control exercised in 1950. 
* Group percentage of market control divided by number of carriers in the group 
’ There were 1,200 class I common carriers of general freight (intercity) in 1955 and 958 such carriers in 1950 
§ Reflects common control revealed in table V 








\rriers 
950. 


1 1950 
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Table VII further demonstrates the growth of concentration among 
class I carriers of general freight. Measuring the relative increase in 
market control between 1950 and 1955, the 4 largest carriers increased 
their share by 20.03 percent; the 10 largest by 14.55 percent; the 15 
largest by 22.55 percent; etc. These increases took place despite the 
growth in the total number of class I carriers of general freight—a 
fact which assumes dramatic significance when we consider average 
market control per carrier. As table VII shows, the average market 
control per carrier among the 4 largest increased between 1950 and 
1955 by 19.86 percent while the average of “all others” declined by 
26.92 percent; the a control of the 10 largest increased by 14.41 
percent while that of all others declined 27.40 percent; the average 
control of the 15 largest increased by 22.55 percent while that of all 
others declined by 30.48 percent, etc. In short, the very largest car- 
riers in the general freight category are rapidly building up their 
degree of market control while the smaller carriers are losing their 
relative position. Though the industry still falls short of an oligopo- 
listic market structure, the trend toward concentration is unmistak- 
able. And, as Justice Jackson once observed, “it is immaterial that 
the tendency is a creeping one rather than one that proceeds at full 
gallop.” One need not “await arrival at the goal before condemning 
the direction of the movement.” ® 


Automobile carriers 


A similar trend toward concentration is observable among the car- 
riers of motor vehicles. Table VITI lists the 25 largest class I common 
carriers of motor vehicles, together with their total operating revenues 
for 1950 and 1955. Here again, as in the case of the general freight 
haulers, a superficial inspection of the data may lead to the erroneous 
impression that concentration had declined—an impression which a 
study of table [X should quickly correct. 


5 International Salt Co. v. United States, 332 U. 8. 892, at 396. 
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TasLe VIII.—Total operating revenues of the 25 largest class I common motor 
carriers (intercity) of motor vehicles, 1955 and 1950 





| Percentage | Percentage 
| 1955 | of total for 1950 of total for 
Company Region | revenues (in | all class I revenues (in all class I 
thousands | carriersof | thousands carriers of 
ofdollars) | motor | ofdollars) | motor 
| | | vehicles vehicles 
—— - —_ ——. — | — — ee oe ——— | ——_—_ —_- —____—_—_ - — 
1. Commercial Carriers, Inc.!________-| 3 | $15, 059. 9 5.9 | $17, 445.8 10.8 
2. Kenosha Auto Transport Corp.?- 3 | 13, 844.9 | 5.4 | 10, 180. 5 6.3 
3. Automobile Transport, Inc., of | 
SD is ais sci tatctcs.<~K--1 3 | 12, 126. 8 4.8 | 5, 483. 7 3.4 
4. Howard Sober, Inc. -| 3 | 10, 791. 2 | 4.2 | 6, 170. 6 3.8 
5. Nu-Car Carriers, Inc.‘ __- | 2 | 10, 084. 2 | 3.9 | 6, 302. 6 3.9 
6. Western Auto Transports, ‘Inc_____| 8 9, 768.9 | 3.8 3, 589. 9 | 2.2 
7. Dallas & Mavis Forwarding Co____} 3 9, 050. 5 3.6 | 3, 554. 2 2.2 
8. F, J. Boutell Driveaway Co., Inc.5_| 3 8, 776.5 | 3.5 | 7,517.7 4.7 
9. Associated Transports, Inc___..._._| 6 8, 650. 2 3.4 4,118.8 | 2.f 
10. United Transports, Ine... --__| 7 | 8, 161.1 | 3.2 | 6,128.0 | 3.8 
11. Dealers Transit, Inc.*________-- | 3 6, 787.7 | au0 4, 422.8 | 37 
12. Automobile Carriers, Inc.‘_ | 3 6, 029. 6 2,4 | 
13. E.’& L. Transport, Inc., of Indi- | 
ana 4__. a 3 | 5, 672.3 | ¢ 2, 446. 1 1.5 
14. Motor Car Transport Co... 3 | 5, 555. 7 2.2 3, 986.8 | 2.5 
15. M. & G. Convoy, Inc_--___-_- 2 4,971.9 1.9 | 3, 710. 2 2.3 
16. Convoy Co 9 4,915.2 | 1.9 631.1 4 
17. Automobile Shippers, Inc____ | 3 4, 743. 4 1.9 3, 424. 6 2.1 
18. Dealers Transport Co. (Tennessee) _ 4 4,730.1 | 1.9 | 2, 468. 3 1.5 
19. Eastern Auto Forwarding Co., Inc-| 2 | 4, 658. 9 1.8 3, 157.8 | 1.9 
20. E. & L. Transport Co.4 a 3 4, 531.0 1.8 2,715.0 | 1.7 
21. Clark Transport Co. (a corpora- | 
tion) ___ ; : | 6 4, 241.6 1.7 3, 584.9 2.2 
22. Auto Convoy Co.8_ ee 7 4, 210.0 i? 1, 769. 9 1.1 
23. Fleet Carrier Corp__- 3 4,014.0 1.6 2, 740. 2 1.7 
24. Central Truckaway System, Inc.*_ 3 3. 775. 9 1.5 1, 508. 2 9 
25. Arco Auto Carriers, Inc.’__ 3 3, 648. 3 1.4 3, 922. 3 2.4 
Total, 25 largest ...____- sips itll cts bone ci | 178, 799. 8 70.3 8 110, 980. 0 5 68.9 


Total, all class I- eae ee nenigeal 254, 302. 2 100. 0 161, 064. 7 100.0 


1! Commercial Carriers, Inc., is under common control with Commercial Carriers Co., Commercial Barge 
Lines, Ine,, Caryall Corp., Transco C orp., B. B. Barge Corp., and Beveridge’s Barges, Inc., none of 
which are Class I interstate motor carriers. 

? Kenosha Auto Transport Corp. is under common control with Holland Trucking Co., which is not 
a class I interstate carrier. 

3 Automobile Transport, Inc. of Del. controls Modern Transporters, Inc., and Transporters, Inc., neither 
of which is a Class I interstate carrier. 

4 See table IX. 

5 F. J. Boutell Driveaway Co., Inc., is under common control with Central States Transit Lines, which 
is not a Class I interstate carrier. 

6 Auto Convoy Co. is under common management with Safety Convoy Co., and Stewart Trucking 
Co., neither of which is a Class I interstate carrier. 

7 Areo Auto Carriers, Inc., is under common control with Arco Auto Carriers, Inc., of Indiana, an 
intrastate carrier. 

§ Includes only 24 carriers. 
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TABLE IX.—Control by the 25 largest automobile haulers over other class I 
interstate carriers of motor vehicles 


Size rank of Total 

Common control group company operating 
among revenues 

automobile (1955) 
carriers 


Group I $16, 203, 285 


Automobile Carriers, Inc 6, 029, 628 
C & J Commercial Driveaway, Inc 3, 385, 915 
Dealers Transit, Inc 6, 787, , 742 
~ 43, 712, 640 
10, 084, 160 
_3¢ 628, 480 


Group III 4,976 


United Transports, Inc 
Auto Transports, Inc.?_ | 
ee DALES TONE, BOS. ccanacakubasdpearnunensesnancdseededuadecees 3, 559, 645 


Group IV “13, 979, 304 
E & L Transport, Inc. of Indiana s 5, 672, 346 
E & L Transport Co- - a 4, 531, 012 
Central Truckaway System, Inc.’ 3, 775, 946 
Group V 11, 445, 274 
Dallas & Mavis Forwarding Co., Inc 3 9, 050, 491 
RADON) TOG H WW ANE, GOO ec dnndcncigcvesncpesnecdddcdusccdscsaese | 2%, 394, 783 

Total for 5 control groups | %6, 055, 47 9 
Total for 5 control groups (excluding contract carriers) 61, 106, 774 








1 Also under common control with Dairy Transport Co. (total operating revenue in 1955 of $641,894), the 
third largest carrier of refrigerated liquid products, and Eastern Tank Lines, Inc. (total operating revenues 
in 1955 of $359,074). 

2 A contract carrier of motor vehicles. 
uote rated by E & L Transport Co. under temporary authority in connection with merger application 

» 6203. 


Table LX views the 25 largest automobile carriers, not as separate 
corporate entities, but as members of various control groups. Table 
IX reveals an industry structure where the 11th, 12th, and 27th largest 
automobile carriers are under common control; where the 13th, 20th, 
and 24th largest are under common control; and, where the 5th and 
26th largest are under common control. Moreover, table LX shows 
that some of these giant carriers have extended their sphere of influ- 
ence into the contract carrier field, so that the 10th largest common 
carrier (United Transports) is under joint control with contract car- 
riers accounting for more than $12 million in annual revenues, and 
the 7th largest (Dallas & Mavis) controls a contract carrier with 
annual revenues approaching $2,400,000. Most significant is the fact 
that the control groups portrayed in table [IX were created almost 
exclusively as a result of mergers and acquisitions approved by the 
Commission between 1950 and 1956. The emerging concentration 
pattern is, therefore, an unmistakable outgrowth of the Commission’s 
policy—or lack of policy—toward mergers and acquisitions. It is a 
pattern for which the Commission is responsible and accountable. 


Petroleum carriers 


The concentration movement among carriers of liquid petroleum 
products has also been substantial. Its market impact, however, 1s 
more difficult to measure because mergers in this segment of the 
industry have been primer ily of the conglomerate variety. 

Table X lists the 25 largest petroleum carriers, together with their 
total operating revenues for 1955 and 1950. Taken by itself, table 

95504—57——-17 
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X points up the declining share of the petroleum hauling market 
controlled by some of the Jarger carriers in this group. It conceals, 
however, the growing share of the entire tr ucking business going to 
these same companies. 


TABLE X.—Total operating revenues of 25 largest class I common carriers* of 
liquid petroleum products, 1955 and 1950 




















Percentage Percentage 
1955 rev- | oftotalfor | 1950 rev- | of total for 
Company Region | enues all class I enues all class I 
petroleum petroleum 
carriers carriers 
ra eens 
|(Thousands) (Thousands) 
ES Ee 2 $7, 620. 4 3.95 $5, 250. 5 4.17 
2. Coastal Tank Lines, BG opiesecaksensau 2 7, 283.0 3.78 5, 511.9 4. 37 
3. Ruan Transport Corp. i le i ine ts tr as 6 7, 087.3 3. 68 4, 889. 2 3. 88 
& Beews Carters Os"... .................... 3 6, 909. 2 3. 59 4, 231.6 3. 36 
5. Groendyke Transport, Inc______-.-...-.--- 7 5, 756.3 | 2.99 2, 325.7 1.85 
6. Refiners Transporters & Terminal Co--__- 3 5, 100. 3 2. 65 3, 719. 2 2.95 
7. Associated Petroleum Carriers, Inc_-_-__--- 4 5, 072. 2 2. 63 3, 798.9 3.01 
Ree Cae” UMNO Bo cw wececncune | 8 4, 669. 7 2. 42 3, 392. 5 2. 69 
9. Leaman Transportation Corp.8____...-.--- | 2 4, 156.9 2.16 3, 213.9 2. 55 
10. Ferguson-Steere Motor Co_.......-.------- & 3, 790. 4 1. 97 1, 207.6 . 96 
11. Dan Dugan Oil & Transportation Co.___.- 5 3, 589.8 1. 86 2, 906. 7 2. 31 
12. P. B. Mutrie Motor Transportation Inc_ --| 1 3, 463.5 1.79 1, 795.3 1.42 
13. Cantlay & Tanzola, Inc.?___............-.- 9 3, 424.6 1.78 2, 499. 2 1.98 
14. Asbury Transportation Co-____.....------- 9 | 3, 224. 1 1. 67 2, 967.5 2. 35 
15. Wheeling Pipe Line, Inc___---........----- 7 3, 103.6 ae a a ee ee 
16. W. M. Chambers Truck Line_-__._...---_- 7 2, 974.3 1. 54 1, 051.7 83 
17. Leaman Transportation Co., Inc.8__......- 2 2,914.8 1.51 1, 659. 7 1.32 
18. Producers Transport, Inc.9___...........-.- 3 2, 818.7 | 1. 46 1, 221.8 .97 
19. Hearin Tank Lines, Inc.!0_____.........-- 7 2, 671. 2 | SE tate ginnwnkt Aonswawadmoe 
20. Miller Petroleum Transportation, Ltd."___ 4 | 2, 540. 3 | Dy Elected nina es eae ue 
21. Collett Tank Lines #2___._........-.......- 8| 2,395.4 | 1. 24 | 800.0 | 63 
22. Petroleum Carriers Corp.!3____........----| 4 2,099.9 1.09 1, 444.0 | 1.15 
23. Indianhead Truck Line, Inc."__..-.-...--- 5| 2049.2 106} 1,615.8 | 1. 28 
24. Arrow Transportation Co_-_-_......-.----- 9 2, 040. 2 | 1.06 | 1, 829. 5 | 1.45 
25. Northern Tank Line 5___.................- 8 1, 804.5 | ON Pa dicedcins is |------------ 
ES ST a one cu baneeecs eee 98, 559.9 | 51.15 | 16 57,332. 2 16 45, 49 
I OE Site aes ckucetisswccdsce ssh is 192, 676.7 | 100. 00 126, 035. 8 100. 00 


1 As of Dec. 31, 1955. 

2 The merger of E. Brooke Matlack, Inc., with Paul M. Gillmor Co., a contract carrier of clay products 
and liquid petroleum products (total operating revenues in 1955 of $3,712,894) was approved in the hearing 
examiner’s report, served June 20, 1956. Matlack is also under common control with three intrastate carriers 
of liquid petroleum in Ohio, Virginia, and Michigan. 

3 Ruan Transport Corp. is under common control with another hauler of liquid petroleum products, viz. 
Iilinois-Ruan Transport Corp. (total operating revenues in 1955 of $643,146), and has recently purchased 
the Terminal Transport Co., a petroleum hauler with total operating revenues in 1955 of $703,756. It is 
also under common control with the following carriers of general freight: General Expressways, Inc. (Tlh- 
nois), General Expressways, Inc. (lowa), and Seaboard General Expressways, Inc. (total operating revenues 
in 1955 of $10,352,275, $392,976, and $2,977, 254, respectively). 

4 Rogers Cartage Co. is operated under common control with Decatur Cartage Co., a carrier of general 
freight (total operating revenues in 1955 of $7,310,411), Texas-Arizona Motor Freight, Inc. (total operating 
revenues in 1955 of $3,110,343) and other companies in the Mullady-O’Connor-Griffin System. (See 55 
M. C. C. 145, 58 M. C. C. 216, and 58 a. C. C. 803.) 

5 Control of R. B. “Dick’’ Wilson, Inc. by the Denvey-Chicago Trucking Co., Inc., a carrier of general 
freight (total operating revenues of $20,816,197), has been approved by order of the Commission, effective 
Aug. 28, 1956. 

6 Leaman Transportation Corp., the 9th largest carrier of liquid petroleum products (total operating 
revenues in 1955 of $4,156,916) is under common control with Leaman Transportation Co., Inc., the 17th 
largest petroleum hauler (total operating revenues in 1955 of $2,914,829), and Chemical Tank Lines, Inc., 
a carrier of specific commodities (total operating revenues in 1955 of $6 ‘21K 973). Other companies under 
cominon control, but not class I interstate carriers, are Lea River Lines, Inc., and Indian River Lines, Inc. 

7 Cantlay & Tanzola, Inc., controls two giant carriers of general freig ht, viz. Western Truck Lines, Ltd., 
and Gillette Motor Transport, Inc. (total operating revenues in 1955 of $8,944,627 and $4,508,728, respectively). 

8 See note 6, supra. 

® Producers Transport, Inc., holds 49.4 percent of the stock in Tank Truck Transport, Ltd., which is 
not 4 class I interstate carrier. 

10 Hearin Tank Lines, Inc., is under common control with Bulldog Transport Co., Houston, Tex., which 
is not a class I interstate carrier. 

11 Miller Petroleum Transporters, Ltd., is under common control with H. D. Miller & Sons, Inc., and 
Petroleum Transporters, Inc., which are not class I interstate carriers. 

12 Collett Tank Lines was, until recently, under common contro! with Orange Transportation Co., Lne. 
(total operating revenues in 1955 of $1,257,812). On Feb. 16, 1955, Pacific Intermountain Express Co., & 
carrier of general commodities including liquid petroleum products (total operating revenues in 1955 of 
$31.287,447) was authorized to acquire control over both Collett and Orange. 

18 Petroleum Carriers Corp. is operated under common control with three intrastate carriers of liquid 
petroleum, viz. Petroleum Carrier Corporation of North Carolina, Petroleum Carrier Corporation of South 
Carolina, and Petroleum Carrier Corporation of Tampa, Inc. 

14 Indianhead Truck Line, Inc., controjs (through stock ownership) Arrowhead Transport Co. which is 
not a class I interstate carrier. 

1%’ Northern Tank Line is under common control with Balsam & DeFrance, Inc., which is not a class I 
interstate carrier. 

16 Total for 21 carriers. 
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TaBLE XI.—Control by 25 largest petroleum carriers (intercity) over other 
class I carriers, 1955 


Control group Total operat- 


Matlack Group-.--..--- 


E. Brooke Matlack, Inc 
Paul M, Gillmor Co 


Ruan Group 
Ruan Transport Corp-.-.- 


Illinois-Ruan Transport Corp-------- 
Terminal Transport Co_- 


General Expressways, Inc. (Illinois) _.._-- a 


General Expressways, Inc, (Iowa) 
Seaboard General Expressways, Inc_- 


Rogers Group-. 


Rogers Cartage Co. 

Decatur Cartage Co__. 
Texas-Arizona Motor Fre ight, “Inc... 
Rutherford Freight Lines. 
BINS ©90. bho das duccccdends 
Quality Milk Service fs 
Arrow Transport Co., of Del: aware - 


“Dick” Wilson Group 


DIN COUN sh ctanacntanscnocnschecsaacsenguaenennn chntniiihe vib aitlinmndenainden 


Leaman Transport Corp 

Leaman Transport Co., Inc 

Chemical Tank Lines_...-...-..-- 
Cantlay & Tanzola Group 

Cantlay & Tanzola, Inc_. 

Western Truck Lines, Ltd. 

Gillette Motor Transport, Inc 
Collett Group 


Collett Tank Lines_ 


Orange Transportation Co., TE 


Pacific Intermount ain Express. -- 
West Coast Fast Freight, Inc... 
Union Transfer Co !__- 

M. & M., Fast Freight, “Ine.1_ 


ORL EEE 1 COME cvcininvceedssdinssvioimineetebeusetiene 


1 Approved by the hearing examiner, but still pending before the Commission. 


ing revenues 


$11, 333, 306 


7, 620, 412 
3, 712, 894 


22, 156, 723 
7, 087, 316 
643, 146 
703, 756 

10, 352, 275 
392, 976 

2, 977, 254 


23, 390, 195 


6, 909, 213 
7, 310, 411 
3, 110, 343 
1, 975, 520 

306, 321 
1, 738, 142 
2, 040, 245 


25, 485, 917 
4, 669, 720 
20, 816, 197 


1, 291, 718 


4, 156, 916 
2, 914, 829 
6, 219, 973 


16, 877, 926 


3, 424, 571 
8, 944, 627 
4, 508, 728 


56, 394, 641 
2, 395, 361 
1, 257, 812 

31, 287, 447 

12, 896, 702 
8, 043, 364 

513, 955 


~~ 168, 8, 930, 426 426 
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Table XI which shows the control groups among the 25 largest 

troleum carriers comes closer to presenting an accurate picture. It 
indicates that most of these carriers have chosen the general freight 
field as a favorite target in their expansion plans, and that they have 
carried out these plans by a systematic process of mergers and acquisi- 
tions. Thus, between 1950 and 1955, the Ruan interests bought out the 
giant Keeshin empire, consisting of General Expressways, General 
Expressways (Iowa), and Seaboard General Expressways. The 
Cantlay and Tanzola group acquired the substantial Gillette Motor 
Transport. The Rogers Cartage interests gained control of Texas- 
Arizona Motor Freight, Rutherford Freight Lines, Bulk Transport 
Co., and Quality Milk Service. Whereas the average 1950-55 growth 
rate for all class I common carriers (intercity) was 21.98 percent (see 
table XII), Ruan’s growth rate during the same period was roughly 
350 percent, Cantlay and Tanzola’s 93 percent, and Rogers’ 95 per- 
cent. These growth rates obviously guaranteed a rising share of the 
industry’s aggregate revenues. 


TABLE XII.—Growth of class I carriers (intercity), 1950-55 

















| Number of | Total operating | Average 
Carrier classification | carriers revenues | revenue per 

} carrier 
Class I common carriers, intercity (1950) __----- ae 1, 459 $2, 255, 715, 508 | $1, 546, 069 
Class I common carriers, intercity (1955) -_------ eae 1, 988 $3, 749, 123, 614 $1, 885, 877 
Net change, 1950-55 -_- ea in +529 | +$1, 493, 408, 106 +-$339, 808 
Relative net change, 1950-55 (percent) +36. 26 | +66. 21 | +21. 98 
Class I contract carriers, intercity (1950)_..........----_-- 189 $159, 506, 735 $843, 951 
Class I contract carriers, intercity (1955) _....-.----------- 312 $310, 537, 488 $995, 312 
Net change, 1950-55---- 5 5 ae +123 | +$151, 030, 753 +$151, 361 
Relative net change, 1950-55 (percent) -_._...-....-----..- +65. 08 | +94. 69 +17. 93 





This trend toward conglomerate mergers was not a unidirectional 
process, however. While petroleum carriers invaded the general 
freight field, the general freight carriers reciprocated—on an impres- 
sive scale. Pacific Intermountain Express, for example acquired the 
“giant” System Tank Lines (which had earlier merged with another 
“giant” petroleum carrier, Lang Transportation Corp.) and Collett 
Tank Lines. Consolidated Freightways acquired Howard R. Wil- 
liams, Inc., and Denver-Chicago Trucking Co. gained control of R. B. 
“Dick” Wilson, the eighth largest petroleum carrier. These examples 
can be multiplied. They attest to the briskness of conglomerate merger 
activity involving the petroleum carriers. 
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TABLE XIV.—Distribution of firms and operating revenues, class I, II, and IIT 
motor carriers of property, 1951 






































Number of firms Operating revenues 
Revenue division : mI 
Number | Percent of} Amount | Percent of 
total (million) total 

Sl pT ~— } {——_ — 

Class I: 
ES Sa <r Sp 28 0.1 $492.3 11.8 
OS ONY) OO Eee 76 4 513.1 12.3 
SD BP IID ooo oa come cacencsccnvewcece " 620 3.2 1, 333.8 32.0 
iin ctcknkeadewencusecsebepoes 1, 460 7.4 719.1 17.3 
icc isnksninsorinenedys 2, 184 | 11.1| — 3,058.3 | 73.4 

Class IT and III: Toeey fe 

 eacanaeaconancs | 988 5.0 322.8  & 
i eens 2, 627 13.3 366. 5 8 
Nn ecceomen bissiiocees 2, 976 15.1 217.5 5.2 
Tee ee cumeseanwmene 3, 496 | 17.7 126. 1 3.0 
Up to $25,000. a 7, 449 | 37.8 78.0 1.9 
Class II and III subtotal_____-__- header ee ll 7, 536 88.9 | 1,110.9 26.6 
et 49,720; 100.0 ye “4, 169.2 | 100.0 





Source: Letter from Hon. Owen Clarke, Chairman, Interstate Commerce Commission, to Senator John 
Sparkman, chairman, Senate Small Business Committee, dated July 26, 1957. (The table XIV which ap- 
peared in the original draft of this report was based on Interstate Commerce Commission, class I, II, and 

II Motor Carriers Revenues, Ton-Miles, and Passenger-Miles, 1939-51, Statement No. 531, 1953, p. 6.) 
For a discussion of the problems arising in connection with the interpretation of the original table XIV, and 
the Commission’s Statement No. 531 on which the table was based, see hearings, pp. 152-154. 


TaBlLe XV.—Distribution of firms and operating revenues, class I, II, and III 
motor carriers of property, 1954 (preliminary) 























Number of firms Operating revenues 
Revenue Division | i rae as ae oa 
Number | Percent of | Amount | Percent of 
total (millions) total 
~ ee ny 
C lass I: 
Over $10,000,000_......... sh alee achauinbiabiislory tates 38 0.2 $711.5 15.0 
TE a ae 105 .6 738. 8 15.6 
$1,000,000 to $5,000,000. SE SEER Ae eee Ee 710 3.9 1, 501.8 31.7 
NTE ee ee nnn ne on wen wermelanaiemen amin 1, 747 9.6 873.6 18.4 
Class I, subtotal..................... lee ae _ 2,600 | 14.4| 3,825.7 80.8 
Class IT and III: ie 2 
i i as is Scanian meow 790 4.4 223. 4 4.7 
i eemneneannws 2, 230 12.3 309. 4 6.5 
i 2 oe. eee decetbabona’ 2, 560 14.1 184. 7 3.9 
ed dca eiamnens 3, 580 19.7 127.7 2.7 
(aw ae eee 6, 400 eae 35. 2 | 66. 2 1.4 
Class II and III, subtotal. ...............-.--.--- 15, 560 | 85.6 | 911.4 | 19.2 
(ER: kod SEF CE ae 18, 160 | 100.0| 4,737.1 | 100.0 








Source: Hearings before the Senate Smal] Business Committee, ICC Administration of the Motor Carrier 
Act, 1955, p. 333; Interstate Commerce Commission, Statistics of Class I Motor Carriers for the Year Ending 
Dee. 31, 1954, 1956. 
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TABLE XVa.—Some data on concentration of operating revenues among class 
I, II, and III motor carriers of property, 1947 and 1954 (preliminary) 


| Number of firms | Operating revenues 


Number | Percent ot | Amount | Percent of 
total (millions) total 


, 644. 67. 92 
20, 998 100. 00 2, 421. 100. 00 


853 2. 62.3 
18, 160 , 37. 100. 00 


Source: The data for 1947 is taken from Interstate Commerce Commission, Revenues, Ton-Miles, and 
Passenger-Miles of Class I, II, and III Motor Carriers 1940, 1941, and 1944-48, Statement No. 490, File No. 
42-C-9, January 1949, p. 18. The data for 1954 is taken from hearings before the Senate Small Business 
Committee, ICC Administration of the Motor Carrier Act, 1955, p. 333. 


Aggregate concentration 


The aggregate effect of these merger trends on concentration in 
the trucking industry as a whole is difficult to appraise. Nevertheless, 
the data compiled in tables XIII, XIV, XV, and XVa, and other 
sources justify the following generalizations. 

1. The total number of class I, II, and III carriers declined steadily 
between 1939 and 1954, the decrease amounting to roughly 30 percent. 
(See table XIII.) 

2. The 10, 20, 30, 40, 50, 75, and 100 largest carriers increased their 
percentage share of total class I, II, and III revenues between 1940 
and 1954. The relative increase for each of these groups amounted 
to approximately 30 percent. (See table XIII.) 

3. By 1954, the 100 largest carriers, numerically little more than one- 
half of 1 percent (0.55 percent) of all class I, II, and III carriers, 
accounted for fully one-quarter (25.49 percent) of the industry’s total 
revenues. (See table XIIT.) 

4. In the period between 1947 and 1954, the increase in aggregate 
concentration seems to have been substantial.°* In 1947, according to 


68 In the original draft of this report, it was stated that, in 1951, 5.63 percent of all 
class I, II, and III carriers earned 29.06 percent of the industry’s total revenues, whereas 
by 1954, only 4.7 percent of all carriers earned more than twice that percentage share, 
viz, 62.3 percent. This statement was based on the table XIV which appeared in the 
original draft of this report as follows: 


TABLE XIV.—Distribution of firms and operating revenues, class I, II, and III motor 
carriers of property, 1951 


Percentages of total, 1951 


Revenue division 
Number of Operating 
carriers revenues 


$200,001 and over. ____- iicsceld ataldieu sla chatind bane deus ais 5. 63 
$100,001 to $200,000__- ; : ; 14. 97 
$50,001 to’$100,000 : 16. 96 
I ints arucaics ci niptnde aiewaiectoh Onna Ada eee A eaeoensaure wee 19. 92 
Under $25,001......_- ‘. 42. 52 


Total, all revenue classes 100. 00 


Source: Interstate Commerce Commission, Class I, II, and III Motor Carriers 
Revenues, Ton-Miles, and Passenger-Miles, 1939-1951, Statement No. 531, File No. 
62-C-9 (mimeographed), 1953, p. 6. 


After the third day of public hearings conducted by this committee, the Commission 
advised the authors that this presentation of the data was in error. The Commission 
informed the authors that its Statement No. 531 (1953)—on which the original table XIV 
was based—was not intended to show concentration figures for class I, II, and III carriers, 
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the Commission’s own data, the largest 2,097 carriers (constituting 
9.99 percent of all class I, IT, and III motor carriers of property) 

earned 67.92 percent of all class I, IT, and IIIf revenues. By 1954, the 
largest 853 carriers (constituting 4.7 percent of all class I, IT, and UI 
carriers) earned almost the same share of total class I, I, and III rev- 
enues, viz, 62.3 percent. Thus, by 1954, the largest 853 carriers con- 
trolled only a slightly smaller share of the industry (5.6 percent less) 
than the 2,097 largest carriers (a 60-percent larger number) had 7 
years earlier. (See tables XV and XVa.) While the changes in ag- 
gregate concentration between 1951 and 1954 are difficult to evalu- 
ate—at least on the basis of tables XIV and X V—it should be noted 
that other signs point in the direction of growing aggregate concen- 
tration in this industry. Also noteworthy is the understatement of 
the degree of concentration, the reasons for which are explained below. 

Obviously these are crude measures of concentration—subject to 
the same limitations and qualifications as all aggregate concentration 
ratios.© Nevertheless, they do indicate a de finite and unidirectional 
trend toward a more highly concentrated trucking industry. To be 
sure, the present degree of concentration falls far short of such oligop- 
olistic market structures as are found in automobiles, copper, alumi- 
num, or even railroads and airlines. But the direction of the 
movement is unmistakable. Moreover, its structural impact on the 
trucking industry is, for a variety of reasons, considerably under- 
stated in the foregoing statistics: 


but only for class II and III carriers. The reason for the authors’ apparent misinterpreta- 
tion of Statement No. 531 is that the title of this Commission document refers to class I, 
II, and III carriers ; that all the numbered tables in the body of this document (tables 1-4) 
deal with class I, II, and III carriers; that the table on page 6 of the document (which 
Was apparently misinterpreted by the authors) was an unnumbered table without a head- 
ing; and that the context in which this unnumbered table was presented did not make it 
clear that the data therein were confined only to class II and III carriers. For a further 
discussion of this question, see supra, pp. 152-154. 

6 Concentration ratios are only one of many tools for analyzing an industry. They do 
not provide a definitive index for measuring competition and monopoly in particular prod- 
ucts and particular market areas, They do not reflect nonmarket power such as advan- 
tages in litigation, politics, public relations, and finance. They are essentially static and 
provide only limited insight into the dynamic market forces, the competitive practices, and 
the interfirm relationships which shape an industry’s performance and growth. In short, 
qonceuira tion statistics are but one of several important indicia of an industry’s economic 
character. 


wet ana aa th te ee a 
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1. Data published by the Commission ignore the existence of 
common control among carriers. Each carrier is listed by the Com- 
mission as if its corporate identity implied corporate independence. 
Hence, the concentration of ow nership and/or management resulting 
from common control is not reflected in the Commission’s published 
data. Nor is it taken into account in tables XIII, XIV, XV, and XVa. 

2. Despite the intimate relationship between the major van lines 
and their agents, the Commission’s published data report separate 
revenue figures for each, thus understating not only the market 
impact of the van lines but also the extent of economic concentration. 

3. Being aggregate measures of concentration, the foregoing 
statistics do not reflect the perhaps more critical concentration in 
specific segments of the industry (e. g., automobile haulers, household 
goods carriers) and in particular market areas. 

4. Tables XIV and XV deal with concentration ratios, and hence 
do not reflect the decline in the total number of carriers which 
occurred between 1951 and 1954. 

Whether the trend toward aggregate concentration is the result of a 
‘rational” process or “natural” economic forces is, of course, beyond 
the scope of mere quantitative analysis. It requires, in the case of the 
trucking industry, a systematic examination of the regulatory policy 
which has sh: aped the structure of the industry and the pattern of 
competitive relations. It is a problem dealt with in part II of this 
study. 
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PART II 
THE ICC AND TRUCKING MERGERS, 1950-56 


1. THE ICC AND MOTOR CARRIER “GIANTS” : PIE 


The growth of Pacific Intermountain Express between 1950 and 
mid-1956 affords a dramatic illustration of the Commission’s policy 
toward giant mergers and acquisitions. As of January 1, 1950, PI 
operated over 10,513 regular route-miles between San Francisco and 
Los Angeles, on the west, and Chicago and St. Louis, on the east. It 
owned 756 units of equipment, employed 1,491 persons, and had total 
operating revenues of $16,338,779 (1950). By September, 1956, pri- 
marily as a result of mergers, PIE operated over 23,690 route-miles, 
employed more than 4,000 persons, and enjoyed total operating 
revenues of $56,394,641 (1955). It had acquired carriers operating 
north-south between Los Angeles, Seattle, and Spokane, and east-west 
carriers operating between Pocatello, Salt Lake City, and the Pacific 
Northwest. It had diversified through conglomerate mergers, and 
had thus become one of the five largest petroleum haulers in the Nation. 
Above all, PIE had succeeded in more than doubling its percentage 
share of class I general freight revenues—despite an increase in the 
total number of class I carriers. In short, PIE had grown at a faster 
rate than the industry as a whole, thus contributing to the concentra- 
tion which occurred in the trucking industry between 1950 and 1956. 

This of course, required explicit sanction from the Commission. 
More than that, however, it required a departure from, if not reversal 
of the Commission’s merger policy as articulated in the famous Kee- 
shin case. In that case, which was filed in 1949 and decided in 1950; 
PIE had sought Commission approval for a merger with a group of 
companies operating between Minneapolis, Des Moines, and St. Louis, 
on the west, and points between Boston and Washington, on the east. 
The Keeshin system covered 15,560 miles and, though in reorganiza- 
tion, had total operating revenues of nearly $10,500,000 (1950). Its 
acquisition by PLE would have created a single-line, transcontinental 
—— service. In denying the application, the Commission held 
that— 


the effect of what is here proposed goes beyond a mere unification of the opera- 
tions of two going concerns, with the elimination of interchange formerly carried 
on between them. As stated, there has been no appreciable amount of traffic 
interchanged between PIE and the Keeshin companies. To the extent that PIN 
would institute a single line, single ownership, through operation between points 
now served by it and points now served by the Keeshin companies, it would be a 
new competitive service, not distinguishable, to this extent, from an extension of 
its service through securing new operating authority. It would be a new service 
competitive with existing carriers operating wholly within the respective terri- 
tories now served by PIE and the Keeshin companies, depriving those carriers of 


1 Pacific Intermountain Eapress Co.—Control and Purchase—Keeshin Freight Lines 
et al., 57 M. C. C. 341 (1950) ; 57 M. C. C. 467 (1951). 
261 
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traffic which they now transport and interchange, and would also be competitive 
‘with existing carriers which operate between points ‘in the territory served by 
PIB, on the one hand, and points in territory served by the Keeshin companies, P 
‘on the other, through the rendition of a through service not heretofore available.’ 


: > rae as # tc 

And, in a concurring opinion, Commissioner Knudson added: ct 
I am also disturbed by the implied effect of applicant’s proposal upon certain 7 
well-developed American concepts, which I conceive to be in the public interest, si 


relating to so-called “antitrust” policies and to considerations relating to the B 
preservation of small businesses. The unification of some of the transportation 
facilities of this country doubtlessly would be in the public interest, but here 
we have the possibility of one of the Nation’s largest and most powerful motor 
carriers diluting the traffic of a number of smaller carriers in the Bast which A 
presently interchange traffic, and of said applicant becoming so powerful in 
its own right as a transcontinental carrier as to affect the structure of trans- 





portation generally in the area it would serve. Our endorsement of this possi- ti 
bility would imply that we favor, as a matter of policy, the establishment of J 
competing carriers with the same broad territorial scope of operation. Here $ 
again, it could be argued that we would be venturing into fields uncharted by ls 
present legislation.* 1 
The following case-by-case analysis makes it clear to these authors 
that the Commission has gone a long w ay in eroding the Keeshin n 
doctrine. Presumably, the Commission is still reluctant to create \ 
transcontinental carriers, but it has granted extensions and authorized h 
mergers which are aimed at the same ultimate objective.t| Moreover, it 
the Commission no longer seems alarmed about approving mergers n 
which entail the creation of a single-line service that dilutes the traffic Oo 
of smaller carriers. It no longer seems sensitive to the antitrust o 
implications of its merger decisions, nor to the impact of these “ 
decisions on small business or the structure of transportation gen- al 
erally. No longer does the Commission hesitate to authorize mergers d 
which permit PIE to extend its domination over the route system w 
of the western United States and to acquire substantial market power 
in new commodity classifications. The extent to which the Commis- Dp 
sion is now prepared to depart from the Keeshin doctrine is revealed ts 
in the following content analysis of merger proceedings, initiated se, 
between January 1950 and June 1956. b 
MC-F-5218 te 
In this proceeding, the Commission authorized the purchase by - 
Pacific Intermountain Express of the operating rights of Edgar E. t] 
Claypool and Charles Meek, doing business as C & M Trucking Co., ” 
for $53,000. Vendors had’ been transporting general commodities 
(with exceptions) over regular routes between San Franciso and San fi 
Jose and between Oakland and San Jose. They also transported 
newsprint, iron and steel pipe, canned fruits, and fruit pits, shells, ’ 
kernels, and oils over irregular routes in the San Francisco Bay area. P 
Their regular route rights duplicated those of PIE between San B 
Francisco and San Mateo, but otherwise were ay me ee " 
necting with PIE at San Mateo, Oakland, and San Francisco. Ven- 2 
dors’ operations had been profitable. . 
257 M. C. C. 379-380. ri 


857 M. C. C. 474. = 
See 1955 hearings before the Senate Small Business Committee, ICC Administration of 
the Motor Carrier Act, pp. 19-20. 
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The Commission approved the merger on the grounds that it would 
permit PIK— 

to extend the service rendered by it at points in the San Francisco Bay area, in 
connection with the transportation of general commodities, to include San Jose 
and authorized intermediate and off-route points south of San Mateo and Oak- 
land, affording shippers and consignees in the affected territory the benefits of a 
single-line service to all points served by it on its extensive routes to the Hast. 
By reason of its financial stability, experience, and the scope of its existing 
operations, vendee (PIE) is in a position to render an improved service at the 
points involved.“ 


MC-F-5565 
In this proceeding, the Commission authorized Pacific Intermoun- 
tain Express to acquire control of West Coast Fast Freight, Syste 1 
Tank Lines, and 4 noncarrier companies, for a total consideration of 
$4,573,051 (including operating rights and property). This was the 
largest single acquisition to be approved by the Commission between 
1950 and 1955. 

At the time of the transaction, West Coast Fast Freight was a com- 
mon carrier of general commodities operating in California, Oregon, 
Washington, and, to a limited extent, in Idaho and Montana. It 
held intrastate rights in Washington and so-called permissive rights 
in California. Altogether, Fast Freight operated over 5,033 route 
miles, had 1,776 employees, and utilized 1,017 motor vehicle units (al! 
of which had been purchased since 1950). It was among the 25 largest 
general freight carriers in the Nation and, in 1954, enjoyed total 
operating revenues of $13,248,613. Fast Freight was a highly profit- 
able carrier with perfectly balanced north-south operations which 
duplicated those of PIE only in the Oakland-San Francisco area and 
within a 25-mile radius of Los Angeles. 

System Tank Lines was a common carrier of petroleum and 
petroleum products operating in Arizona, California, Idaho, Mon- 
tana, Nevada, Oregon, Utah, and Washington. Its merger with the 
“oiant” Lang Transportation Corp.5 had made System the largest 
bulk-commodity carrier in the Pacific coast area and increased its 
total operating revenues from $2,515,984 in 1953 to more than $7 
million in 1954. The subsequent acquisition of System by PIE made 
the latter the largest class I interstate tank-truck operator in the 
country—at least for the year 1954. 

In approving the transaction, the Commission noted that shippers 
found PIF’s, Fast Freight’s, and System’s services “efficient and satis- 
factory” and desired “to continue using their services in the future. 
Moreover, the Commission cited a number of reasons why the pro- 
posed merger would not have an adverse impact on competition. 
First, PIE and Fast Freight had not interchanged traffic nor con- 
curred in tariffs publishing through r ates despite the fact that their 
operations connected at Los Angeles, Sacramento, and in the Oakland- 
San Francisco area. Pacific Intermountain, said the Commission, 

“would continue the service rendered by it and Fast Freight sepa- 
rately and in the manner the operations have heretofore been con- 











4@ Pacific Intermountain Express—-Purchase— Claypool and Meek, decided July 14, 1952, 
sheet 3 (imimeographed }. 
559 M. C. C. 724 (1953). 
6°60 M. C. C. 314. 
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ducted.”* Second, the merger would not give PIE an advantage over 
competing carriers operating between Chicago and St. Louis, on the 
one hand, and the Pacific Northwest, on the other, because the com- 
bined PIE-Fast Freight route via California is substantially longer 
than the more direct routes of other carriers through the gateways of 
Minneapolis, Minn., Billings, Mont., Denver, and Pocatello. Finally, 
the Commission did not expect an increase in the diversion of trans- 
continental traffic, especially manufactured products, from the rail- 
roads to the motor carriers. The Commission seemed impressed 
by the fact that the gross operating revenues of the western railroads 
in 1950, 1951, and 1952 were higher than at any comparable period in 
their history, that their dividends had been increased and their in- 
debtedness reduced. The statistical study and evidence presented by 
the railroads, concluded the Commission— 

disclose that the western railroads have maintained their economic welfare in 
consonance with the growth in population and industrial development of the 
Western States and with that of the motor common carriers. Applicants by the 
proposed transaction seek authority for the change in control of existing and 
well-established carriers, and in our opinion the evidence presented does not 
show that there will be any great diversion of traffic from other carriers to 
increase the volume of traffic presently transported, or that the rail carriers will 
be materially affected.’ 


MC-F-598L 

In this proceeding, the Commission authorized Pacific Intermoun- 
tain Express to acquire control of Orange Transportation Co. and 
Collett Tank Lines for a total consideration of $1,486,044 (including 
operating rights and property). The Commission approved the trans- 
action on February 16, 1956. 

Prior to the merger, Orange had been a common carrier of general 
commodities, with exceptions, in a generally triangular territory 
bounded by Salt Lake City in the south, Missoula in the north, and 
Boise in the northwest. It also operated over regular routes between 
Boise, New Meadows, Idaho, Ontario, Oreg., and Homedale, Idaho. 
It had 187 pieces of equipment, 8 company-owned terminals, 13 
commission-agency terminals, and 157 employees. Its total oper- 
ating revenues in 1955 amounted to $1,257,812. 

The Orange route system connected with West Coast Fast Freight 
at Missoula and with PIE at Pocatello. It duplicated PIE routes 
between Pocatello and Salt Lake City. It thus formed a valuable 
connecting link between Fast Freight and PIE, especially since it 
operated as many as six trips daily between Salt Lake City and Mis- 
soula. According to evidence presented to the Commission, PIE, 
Orange, and West Coast— 
rendered joint-line service since September 1954, with interchange between 
PIE and Orange occurring principally at Salt Lake City and between Orange 
and West Coast at Missoula. Between September 7, 1954, and April 1, 1955, 
they moved in through trailers 9,737,999 pounds of freight, of which 56 percent 
was eastbound and 44 percent westbound. During 1954, PIP interlined with 
Orange in other than through trailers 118,129 pounds of freight and Orange 
interlined with PIB 216,152 pounds.® 





760 M. C. C. 315. 


® 60 M. C. C. 317-318. 
® Pacific Intermountain Express—Control—Orange, February 16, 1956, sheets 12 and 13. 


TRUCKING MERGERS AND CONCENTRATION 265 


Upon consummation of the merger the same through routes and joint 
rates would be continued, except that PIE would then perform a 
single-line service. 

Collett Tank Lines, prior to the merger, operated as a common 
carrier of petroleum and petroleum products in Colorado, New Mex- 
ico, Utah, Wyoming, oak in portions of Idaho, Montana, Nevada, 
and Oregon. It owned 77 pieces of equipment, maintained terminals 
at 8 points and stations at 5 other points. With total operating rev- 
enues for 1955 of $2,395,361, Collett ranked among the 25 largest 
petroleum carriers in the Nation. 

The Commission approved the acquisition by PIE of Orange and 
Collett on the grounds that PIE could effect savings by eliminating 
bonuses paid to officers and rentals paid for property; that the com- 
bined PIE-West Coast-Orange operation would enable PIE to im- 
prove transit time, the tracing of shipments, and the handling of 
claims in the joint-line service; that separate terminals could be 
consolidated and wasteful duplications eliminated ; that shippers have 
found the service of Orange and Collett “useful and necess ary,” and 
would use the proposed service of PIE. The Commission was un- 
impressed with the contentions of the protesting railroads and United 
Truck Lines, Inc., a motor common carrier of general commodities 
between Spokane, Seattle, Portland, Boise, and Missoula, which had 
interlined substantial traffic with Orange. Pointing to United’s 
status as a lar ge carrier (total operating revenues in 19% 54 of $5,523,- 
144), the Commission concluded that United— 
has the size and financial strength sufficient to make the necessary adjustment 


and successfully meet competition which would result from consummation of 
the transaction without undue difficulty. 


As to the protesting railroads, the Commission found that the— 


evidence does not show that the rail carriers would be affected to any material 
degree by the transaction.” 
MC-F-5912 

In this proceeding the Commission authorized Pacific Inter- 
mountain Express to acquire control of Public Freight System for a 
total consideration of $91,000 (including operating rights and prop- 
erty). The examiner’s report approving the merger became the 
order of the Commission on May 10, 1956. 

Public Freight System was a common carrier of general commodi- 
ties, with exceptions, operating mainly in the Los “Angeles and Los 
Angeles Harbor commercial zones, including Fontana and Huntington 
Park. Its operating authority duplicated, in part, that of PIE and 
West Coast Fast Freight, but its intrastate rights in California were 
complementary rather than competitive to those of the PIE group. 
In all, System derived approximately 45 percent of its revenues from 
intrastate operations. 

In approving the transaction the Commission observed that Sys- 
tem’s operations had not been profitable in recent years, notwith- 
standing rising revenues, and that PIE was “interested in rescuing 
them from their financial plight.” The Commission held that— 


10 Id., at sheet 15. 
1 Examiner’s Report, April 5, 1956, sheet 6. 
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[Clontrol of System would enable PIE to coordinate the two operations so that 
the public would receive the practical equivalent of single-line through service, 
with the attendant advantages. Shippers and consignees in System’s area would 
benefit from PIE’s extensive territorial coverage. * * * Terminal, solicitation, 
and other facilities of both carriers would be integrated to the maximum 
degree.” 

The Commission dismissed the fears of Pacific Freight Lines, a 
protestant carrier serving substantially the same area as System, that 
the merger would result in a considerable diversion of traffic. Pacific 
Freight Lines which had interlined traffic with PIE and West Coast 
showed that the volume it interchanged with the PIE group had de- 
clined, albeit inconsistently, between August 1954 and April 1955. 
Nevertheless, the Commission concluded that— 
the evidence of record is not sufficient to support a finding that protestant 
would suffer a material decrease in tonnage solely as a result of the transac- 
tion herein.* 

MC-F-6049 

In this proceeding Pacific Intermountain Express sought Com- 
mission approval for a merger with M & M Fast Freight, Inc. On 
July 9, 1956, hearing examiner Joseph M. Zurlo recommended ap- 
proval of the pr oposed merger 

M & M was a common carrier of fish, frozen fruits, cheese, horticul- 
tural bulbs, and frozen vegetables—operating in a south- and east- 
bound direction only between Seattle and Salt Lake City, Seattle 
and Portland, Vancouver and Pendleton, ete. Its service in Washing- 
ton was restricted to pickup only; its service in Oregon to pickup and 
delivery ; its service in Idaho and Utah to delivery only. In addition, 
M & M was authorized to carry general commodities west- and north- 
bound only between Salt Lake City and Seattle, Pendleton, and Ellens- 
burg, etc. The westbound service of general commodities was author- 
ized from all intermediate points in Utah restricted to pickup only, 
to and from points in Idaho for pickup and delivery, and points in 
Oregon and Washington restricted to delivery only. In other words, 
M & M was permitted to carry specified commodities (mostly agri- 
cultural) in an eastbound direction only and general commodities in 
a westbound direction only. This resulted in unbalanced operations 
primarily because the eastbound haul required the use of insulated 
equipment. 

The problem confronting M & M was expl: ined in a letter by its 
president addressed to the Senate Small Business Committee, dated 
November 20, 1956: 


Our gross revenue last year amounted to just slightly over $500,000. In the 
area in which we operate, we have only one competitor between Seattle and Salt 
Lake City and only two competitors between Portland and Salt Lake City. Our 
competitor at Seattle, Consolidated Freightways, did 100 times the volume 
of business that we did last year. Their rev enue was almost $50 million. In 
addition to the competition of Consolidated Freightways at Portland we also 
have one other competitor, Garrett Freightlines, who had $15 million revenue 
last year, 30 times our volume. * * * 

Because of the fact that our certificate (MC 106816) is restricted as to com- 
modities in one direction, we filed application 2 years ago to correct this problem 


12 Thid. 
43Td., sheet 8; emphasis supplied. 





in 
he 
















TRUCKING MERGERS AND CONCENTRATION 267 





in order to achieve greater efficiency. Because the few commodities we can 
haul eastbound over our routes require insulated equipment, we cannot achieve 
maximum efficiency in our westbound operation. We could increase our load 
capacity westbound by 26 percent and secure a better balance of operation if we 
are permitted to haul the same commodities in both directions. * * * 

No earrier could get large operating under such uneconomical restrictions. 
Yet in deciding our application to remove these back-haul restrictions, the 
Commission said, “Assuming a need by applicant for more eastbound traffic, 
that alone does not justify a grant of additional authority in a highly competi- 
tive area when any traffic acquired by applicant must be diverted from others.” 
By “others” the Commission means Consolidated Freightways, who has a vir- 
tual monopoly and does more that $3 million revenue per year in our territory 
and does over $50 million total. One carrier between Seattle and Salt Lake 
City and two between Portland and Salt Lake City and this is a “highly com- 
petitive” area. Between some eastern cities, there are more than forty certi- 
ficated carriers of general commodities and this is a “highly competitive” area 
with one out of Seattle and two out of Portland * * * Actually, the record 
shows that in this situation, Consolidated out of Seattle and both Consolidated 
and Garrett out of Portland have more traffic eastbound than westbound and 
that some diversion would improve their balance. But the facts are distorted 
or ignored to reach an illogical conclusion. 

All of the commodities which were originally specified in our certificate east- 
bound have now been held to be exempt under the agricultural exemption of 
the act. We have no protection from competition of hundreds of exempt car- 
riers, yet Consolidated, the Commission feels, should be given protection to 
maintain a monopoly at Seattle. At Portland, the second carrier, Garrett 
Freightlines, did not contest the hearing examiner’s findings. * * * They were 
resigned to the corrections of our certificate. And yet, because giant Consoli- 
dated did not want any competition, the Commission said, “Any traffic which ap- 
plicant (M & M Fast Freight) would generate * * * would be diverted from 
rail carriers, Consolidated, Garrett and others which operate over more circui- 
tous routes.” Consolidated Freightways is the only one who takes suflficient in- 
terest in the matter to contest the examiner’s findings and yet the Commission 
has to protect “rail carriers,’ “Garrett” and “others” (?) as well as Consoli- 
dated from further competition from littl M & M * * *. 

We have already spent 2 years and over $16,000 trying to get this correction 
in our authority. 


In contrast to the Commission’s apparent reluctance to remove 
M & M’s back-haul restrictions stands the hearing examiner’s willing- 
ness to approve the PIE~-M & M merger. Noting that the operations 
of M & M and PIE connect principally at Salt Lake City, with the 
latter handling specified commodities from western origins destined 
for the Middle West and East and the former handling general com- 
ene in the reverse direction, the hearing examiner found that 
the— 


merger of the two operations would give the public generally a singleline serv- 
ice between the points involved with its attendant advantages. Movement of 
the trafiic, save for the single-line service proposed, would be continued in the 
same manner as heretofore, with no change in interline arrangements with 
other carriers, especially at Salt Lake City and Pocatello, for the movement 
of traffic from and to points in the Pacific Northwest. For example, under 
present conditions, movement of freight between PIB, on the one hand, and, on 
the other, Orange and West Coast [both PIE subsidiaries] to and from Spokane, 
Portland and Seattle, must be transported via Missoula, resulting in mileage 
operated of 726, 1,107, and 1,016 miles, respectively, while via M & M lines 
the mileage distances to and from the same points are 817, 845, and 908 miles, 
respectively. Also, traffic moving between Pocatello on the one hand, and, on 
the other, the same three points, would produce mileages of 559, 940, and 849 
miles, as compared with 704, 732, and 795 miles, respectively, over M & M’s 
more direct route. Except for Spokane, the mileages operated over the sub- 
sidiary routes are considerably more circuitous than over the lines of M & M.™ 


4 Examiner's report, dated July 9, 1956, sheet 7; emphasis supplied. 
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Though M & M’s routes duplicated those of PIE between Pocatello 
and Salt Lake City (185 miles) and those of West Coast principally 
between Portland and Seattle, between Vancouver and Spokane, and 
between Spokane and Seattle (1,128 miles), the hearing examiner 
apparently felt that the advantages of a single-line service offset the 
loss of a competitor along the duplicated routes. 

Moreover, the hearing examiner did not appear impressed by the 
protest of other motor carriers (Consolidated, Garrett, Inland, and 
United) operating in the same general territory as M & M for the 
past several years. Consolidated argued mainly for a cancellation 
of M & M’s rights between Pendleton and Spokane on the ground of 
dormancy. However, United contended that— 
it has experienced very little competition from M & M on traffic moving to or from 
the Washington points indicated ; that since PIE acquired Orange it has lost the 
interline tonnage formerly enjoyed by it with that carrier; that its operations 
between Boise, Spokane, and Seattle are heavily unbalanced, the preponderance 
thereof being westbound, and that acquisition hereof by PIB would further 
unbalance this situation.” 

Nevertheless, the hearing examiner stated that the facts of record did 
not warrant a finding that— 

any of the protestants would suffer any appreciable harm, following consumma- 
tion, that would tend to impair their ability to continue their present service 
in the territory considered.” 

Hence, he approved the proposed merger suggesting merely that the 
Pendleton-Spokane segment of M & M’s authority be canceled upon 
consummation of the merger. 


MC-F-6199 


In this proceeding Pacific Intermountain Express sought Com- 
mission approval to acquire Union Transfer Co., doing business as 
Union Freightways, for a consideration of 29,464 shares ‘of PIE stock 
with a market vaiue of approximately $1,500,000. On September 24, 
1956, Hearing Examiner Bruce W. Card approved the transaction. 

Union was a common carrier of general commodities, with excep- 
tions, in Illinois, lowa, Minnesota, Missouri, Nebraska, and Colorado. 
Its regular routes extended from Chicago in the east to Denver and 
Cheyenne in the west, and from Kansas City in the south to Minne- 
apolis inthe north. In addition, Union held household goods author- 
ity between points in Nebraska, "Towa, Illinois, Minnesota, Colorado, 
and Wyoming, as well as corresponding intrastate rights which du- 
plicated those of PIE between Denver and Cheyenne, between Salina 
and Kansas City, and between St. Joseph and Kansas City. 

Union was a well established and profitable carrier with annual 
gross revenues ot more than $8 million in 1953, 1954, and 1955. Ap- 
proximately 24 percent of Union’s traffic originated on its own routes 
and was interchanged with other carriers for ultimate delivery. Ap- 
proximately 23 percent of the traffic was received from other carriers 
for delivery by Union. PIE and Union had interchanged traffic since 
1941—principally at Denver and Kansas City. 





% Id., at sheet 9. 
16 Td., at sheet 10. 
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In approving the merger, the hearing examiner noted that shippers 
found the separate and combined services of the two carriers highly 
satisfactory and would continue to use the single-line service of PIE, 
if the unification were approved. The examiner also found that the 
merger would enable PIE— 


to render an improved single-line service and to provide other shipping improve- 
ments by the prompt handling of inquiries relating to the location of shipments 
and in making available other advantages attributable to unified operations.” 


He dismissed the protestants’ contention that the merger would upset 
the competitive balance in the territory to the detriment of established 
rail and motor carriers. After all— 


duplications would be eliminated, if the proposed transaction were approved, 
leaving only one carrier to perform a service under the combined rights and there 
is no evidence showing that the operations of Pacific Intermountain would be 
materially dissimilar from the separate operations now being conducted by the 
two carriers or that the existing competitive operating situation would be 
materially changed in the involved territories.” 


In short, the examiner assured the protestants that the merger would 
not in fact improve PIE’s ability to provide a better service than be- 
fore, and that—by eliminating duplicate operating authorities—com- 
petition would be lessened rather than intensified. The examiner 
then concluded with the following pronouncement: 


The extent to which the protestant common carriers of household goods and 
those previously considered, which are engaged in the transportation of other 
commodities, claim their successful and well-established operations would be 
affected is general in nature, and in the absence of a showing with some par- 
ticularity as to just how much traffic they would lose or to what degree their 
operations would be harmed, their apprehensions may be accorded little weight 
in determining the issues presented herein. It is probably true that the unifica- 
tion of the rights of the two carriers will cause some increase in competition 
among the carriers. This almost always occurs, to a greater or lesser degree, 
when the purchasing carrier is stronger financially and from the standpoint 
of equipment and other facilities, than the selling carrier, but the evidence of 
record is not convincing that the protestant carriers would be affected to any 
material extent or would be unable to meet the additional competition without 
serious impairment of their existing services. It has been frequently found that 
the mere apprehension by competing carriers that they might lose some traffic 
does not alone warrant denial of the transaction proposed. Under the circum- 
stances, the examiner is of the opinion that the proposed transaction has been 
shown to be consistent with the public interest, and for the reasons stated, the 
specific findings requested by protestants, Santa Fe Trail, the railroads, and 
several of the household-goods carriers, should be rejected.” 


These authors wonder why the Commission does not observe the same 
criteria in deciding merger applications involving smaller carriers; 
why an economic policy orientation which is used to justify mergers 
between the largest is not also used to authorize extension applications 
involving the smallest. 


Summary 


Summarizing, then, we find that between January 1950, and June 


1956, PIE’s section 5 applications found favor ‘with the 
Commission. Only one such application (MC-F-4917) was denied. 


™” Hearing examiner’s report, dated September 24, 1956, sheet 8. 
1 1d., at sheet 10. 
7* Id., at sheets 11-12. 
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Among those approved, 3 involved mergers with other “giants” and 
1 of these was the largest acquisition consummated by any carrier 
during the period. Fully two-thirds of PIE’s growth between 1950 
and 1955 (from total operating revenues of $16.33 38,779 to $56,394,641 ) 
was accounted for by mergers and acquisitions. Moreover, despite 
an increase in the number of class I carriers between 1950 and 1955 
PIE was able to double its share of the class I general freight mar- 
ket—indicating that PIE grew at a far faster rate than the industry 
asa whole. F ‘inally, PIE was able to increase its share of the regional 
market (bounded by Chic ago and St. Louis on the east and the Pacific 
coast on the west) even more notably than its share of the national 
market. In short, PIE’s merger activity between 1950 and 1956 con- 
tributed significantly to growing concentration in the trucking in- 
dustry. 

Why did the Commission sanction this development and what. was 
the rationale behind the Commission’s approval of PIE 
expansion by merger? A content analysis of the decisions, dealt 
with in greater detail above, reveals a rather disjointed pattern. In 
some cases, the vendors were in financial difficulty while in others 
they were highly profitable carriers which could have survived easily 
as separate corporate entities. In some cases, the merger involved 
connecting rights (MC-—F-5565) while in others it covered duplicat 
ing rights and hence resulted in the elimination of some competition 
(MC-—F-6049). In some cases the mergers resulted in “vertical” 
integration; i. e., the unification of connecting rights into a single- 
line service, while in other cases they resulted in “conglomerate” inte- 
gration as in applications MC-F-5565 and MC-I F-5984 where PIE 
was allowed to acquire “giant” petroleum carriers and thus to become 
1 of the 5 largest petroleum haulers in the Nation. In one case (MC- 
F-5565) the Commission approved an acquisition because the result- 
ing routes would be too circuitous to affect the competitive balance 
in the area. Yet, in subsequent proceedings (MC-—F-5984 and MC- 
F-6049) it allowed PIE to purchase rights which reduced, if not 
eliminated this circuity. In some cases the Commission approved 
mergers on the ground that competitors would not be adversely af- 
fected (MC-—F-5565), while in others it simply declared that more 
intense competition is a good thing (MC-F-6199). On the one hand, 
the Commission approved mergers because they would enable PIE 
to improve its service, while, on “the other hand, it assured protestants 
that their competitive position vis-a-vis PIE would remain undimin- 
ished. 

2. THE ICC AND SMALL CARRIERS: LAW & INGHAM 


The Commission’s merger policy toward the “giants” stands in 
contrast to its policy with respect to smaller carriers. While 
numerous cases could be analyzed to substantiate this generalization,” 
the Commission’s thinking becomes abundantly clear when we juxta- 
pose the PIE decisions with the Law & Ingham decision. 











For an analysis of other cases see the discussion of “unlawful operations’ and 
“dormancy,” infra. 
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Law & Ingham is a small carrier of general commodities operating 
over regular routes between Manchester, N. H., and Boston, and be- 
tween Winchendon, Mass.,and Boston. It also operates over irregular 
routes between Nashua, N. H., and points within 10 miles thereof, 
and Manchester and Boston, and points within 5 miles of each. Its 
34 pieces of equipment produced gross operating revenues of $359,902 
in 1954 and $486,251 in 1955. 

In order to expand its operations in the New England area, Law & 
Ingham proposed to purchase the rights of Howe Transportation, 
Inc., for $5,000.22 Howe operated as a general commodity carrier 
over regular routes between Nashua, N. H., and Lowell, Mass., and 
over irregular routes between points in Hillsboro County, N. H., and 
points in Massachusetts within 45 miles of Nashua. It conducted its 
relatively small scale operations with 3 trucks, 2 tractors, and 2 semi- 
trailers, and had extensive interchange relations with Law & Ingham. 
Though Howe’s income statement for 1953 showed gross operating 
revenue of $45,800, the company had not been profitable since 1951 
and was anxious, therefore, to sell its rights. On April 23, 1954, the 
Commission granted Law & Ingham temporary authority to operate 
Howe, pending final determination of the purchase application. 

The acquisition of the Howe rights would have enabled Law & Ing- 
ham to provide a single-line service for much of its traffic, avoid the 
necessity of interlining with other carriers, and increase its gross oper- 
ating revenues by $23,603 annually. But the Commission did not 
approve this request by a small carrier. It reversed the favorable 
recommendation of the hearing examiner and denied the application 
with the following finding: 


We generally have withheld our approval of transactions where the result of 
such approval would be the establishment of entirely new services for which no 
need has been shown. As established by the record, a large number of responsi- 
ble motor carriers are now serving the same general area and are meeting all 
reasonable needs of shippers and receivers. Where, as here, other carriers in 
the same area have expended their funds and energy in developing facilities for 
the handling of all available traffic and are rendering efficient service, they are 
entitled to protection against the establishment of what would be, for all prac- 
tical purposes, a new service in competition with them. Under such circum- 
stances we have repeatedly stated that such protection should be afforded not 
only for the protection of the carriers themselves, but to promote stability and 
sound economic conditions in the industry and the rendition of adequate trans- 
portation to the public. In our opinion, this is particularly applicable here where 
the record shows that the average operating ratios of the 13 motor carrier prot- 
estants for which the statistics are available have become progressively less 
favorable over the 3 periods 1952, 1953, and the first 6 months of 1954. As 
previously stated, B. & M., Capitol, Holmes, Welch, and Wings each had operat- 
ing ratios of over 99 in 1953.” 


Here is a policy orientation which is difficult to reconcile not only with 
the PIE opinions reported above, but also with the facts of the case 
as developed in the record. 


21 See MC-F-5695, Law ¢ Ingham—Purchase—Howe, decided July 1, 1955. 

2Law & Ingham—Purchase—Howe, decided July 1, 1955, sheets 34-35. For an oppo- 
site decision on a similar set of facts involving the New England area, see St. Johnsbury 
Trucking Company—Purchase—Hinsch, 59 M. C. C. 747 (1954). There the Commission 
approved the application of the “giant” St. Johnsbury Trucking Co. ‘The rationale of this 
decision is discussed infra, in the section on “dormancy.” 
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(1) The instant application involved little more than an enlarged 
pickup and delivery territory. The Howe rights would have per- 
mitted Law & Ingham to serve only 14 additional towns and villages 
in Hillsboro County, N. H., with a combined population of 15,000. 
Geographically, the Howe rights would have meant on extension of 
not more than 20 miles to any town or village in New Hampshire. In 
Massachusetts, Law & Ingham would have been able to serve an addi- 
tional 500,000 people and 30 more route miles. But, as applicant 
pointed out— 

It should be borne in mind that while there may be approximately five hundred 
thousand in the additional Massachusetts area which vendee seeks to acquire, 
there are only fifteen thousand people in the additional New Hampshire area 
which vendee seeks to acquire. The interstate traffic available for single- 
line service is necessarily limited to what fifteen thousand people in New Hamp- 
shire can buy from or sell to the people within the Massachusetts area. Inter- 
change traffic is not directly in issue because protestants have not interchanged 
with either vendor or vendee to any substantial extent.?* 

(2) The record showed that protestants were not likely to be de- 
prived of interchange traffic, simply because the vast majority of the 
protestants did not interchange either with Howe or Law & Ingham. 
In all, there were 19 carriers who interchanged traffic with applicants. 
Of these, 18 did not appear in opposition to the purchase. One (Graf) 
entered the proceeding as a protestant, despite the fact that he had 
interchanged only two shipments with Law & Ingham.” 

(3) The record contained evidence of public need for an improved, 
single-line service through the elimination of short-haul interchanges. 
The record disclosed, for example, that many shipments moved in 
interchange service with Law & Ingham—despite the fact that sev- 
eral protestants blanket the New Hampshire and Massachusetts ter- 
ritory and are authorized to give single-line service between all points 
in the area in question. Though many of these shipments involved 
circuitous routing and backhauls, shippers nevertheless seemed con- 
strained to use Law & Ingham rather than the protestants authorized 
to provide single-line service. This led applicant to draw the not 
unreasonable inference that protestants failed to provide an adequate 
service on small shipments moving short distances. 

Exhibit 8 in the record contained the following examples of inter- 
changes, circuitous routing, and backhauls to show the inadequacy of 
the single-line service offered by protestants: 

December 7, 1953, Nashua to Lawrence, ties, interchange at Boston. 
December 7, 1953, Nashua to Lawrence, lumber, interchange at Boston. 
October 13, 1953, Nashua to Lawrence, germicide, interchange at Boston. 
October 138, 1953, Nashua to Clinton, cards, interchange at Fitchburg. 
November 27, 1953, Nashua to Marlboro, steel, interchange at Boston. 
December 7, 1953, Nashua to Lynn, mold, interchange at Boston. 
December 7, 1953, Nashua to Lynn, boxes, interchange at Boston. 
December 7, 1953, Nashua to Andover, miscellaneous, interchange at 
Boston. 
March 19, 1954, Nashua to Lawrence, napkins, interchange at Boston. 
The shipment of 1,130 pounds of railroad ties and 1,008 pounds of 
lumber shipped from Nashua to Lawrence, with an interchange at 





% Petition of Applicants for Reconsideration of Report and Order of Division 4, dated 
September 30, 1955, p. 24. 
% See record, exhibit 8. 
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Boston, is one illustration of the public-interest considerations 
at issue here. The movement from Nashua to Lawrence via Boston 
necessitated a haul of 65 miles, including a backhaul of about 30 miles. 
Under the proposed unification of the Howe and Law & Ingham rights, 
by contrast, delivery could have been made in single- line service by 
traveling about 15 miles—only 5 of which would have been beyond 
Law & Ingham’s present authority. Nevertheless, the Commission 
either ignored these public-interest considerations or attached only 
minor significance to them. 

(4) T he record contained only general and vague statements by 
protestants about the anticipated injury flowing from the transac- 
tion. Protestants simply introduced evidence showi ing their operat- 
ing authority; the number of pieces of equipment owned ; general 
statements regarding their service; and conclusions that the service 
which vendee would give under the unified rights will be a new service 
for which, in the opinion of the protestants, no need had been shown. 
On the basis of these allegations protestants argued that the proposed 
combination would have so great a competitive impact as to impair 
sound financial conditions in the i industry. 

This showing, said Law & Ingham, was not enough to sustain the 
claim of competitive injury. According to Law & Ingham— 

(a) No evidence was presented showing the volume of traffic, either by tons 
or revenue, handled directly or by interchange, in the involved area and which 
might be subject to competition by vendee. 

(0b) Protestants did not relate, even by estimation, such traflic as they may be 
handling in the involved area, to their total traffic. 

(c) Protestants did not identify any shippers or any class of traffic which 
might be subject to competition from vendee. 

(d@) Protestants did not show with any particularity their methods of opera- 
tion or how, if at all, they serve the points involved in the application. 

(e) Protestants failed to show their load factors in any direction either in 
the involved territory or system-wide. 

(f) Protestants have now [sic] shown that they have increased their fleets 

or terminals’ facilities by reason of the pattern of operations conducted by 
either vendor or vendee.” 
Most important, protestants did not show that they lost any traffic 
while Law & Ingham operated Howe under temporary authority. 
Protestants suffered no adverse effects by reason of this arrangement, 
and so testified.” 

But protestants did show that they were faced with adverse oper- 
ating ratios. They expressed the fear that these operating ratios 
might deteriorate further, if there was any diversion of traflic to a 
new carrier. The Commission apparently accepted these adverse 
operating ratios at face value and chose to regard them as convincing 
evidence of protestants’ plight. This conclusion, however, may have 


2 Petition of Applicants, op. cit., p. 20. 

2 Witnesses for protestants testified as follows: 

FaLtin. Their business has increased over previous years (R. 178, 174). 

WiInNG’s Express. Their tonnage and revenue have increased since vendee secured tempo- 
rary authority, and Law & Ingham’s service has not been detrimental (R. 216). 

HouMes. His operating ratio improved in the first quarter of 1954 over the first quarter 
of 1953 (R. 226) ; they knew that Law was operating under temporary authority but “‘we 
haven't noticed their presence” (R. 229). 

TAYLOR’S Express. Didn't know that vendee had temporary authority and haven’t 
noticed their competition (R. 238). 

See Petition of Applicants, op. cit., pp. 28-29. 
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been hasty and ill-advised, because the Commission never determined 
why protestants’ operating ratios were adverse. Had the Commission 
done so, it would have found, for example, that protestants were in- 
volved in a strike from August 2 to August 11, 1953, that there was 
a short strike in 1954 and a strike from June 14 through July 27, 
1955. Furthermore, in the New England area carriers seem to thrive 
on adverse operating ratios, since they have had such records over 
protracted periods of time and have nevertheless been able to expand, * 
In particular, the high operating ratios in 1953 of B, M. T., C apitol, 
Holmes, Welch, and Wings may have far less evidentiary significance 
than the Commission assumed. As applicants pointed out— 


B. M. T. is a railroad subsidiary, part of its operations consist of substituted 
service for a railroad, and for that reason its operating ratios can have little, if 
any, relationship to the operations of independent trucking companies. Capitol 
introduced no evidence as to why it had an operating ratio of 99.3 in 1953, but its 
reports to the Commission show that it had an improved ratio of 96.11 for the 
first 6 months of 1954. Holmes showed an operating ratio of 99.52 in 1953, but 
Gay’s which is controlled by Holmes, had a ratio of 94.2 in 1953. Welch offered 
no testimony by way of explaining its unfavorable operating ratio; however, it 
operates in substantially the same territory as St. Johnsbury which had a favor- 
able operating ratio. Wing's had an increase in gross revenue in 1953, and a 
decrease in tonnage and it gave no explanation of its operating ratio; however, 
its witness did testify that since vendee has operated Howe under temporary 
authority that Wing’s had an increase in both tonnage and eurnings, and that the 
operations of vendee, including the temporary authority, had not been detri- 
mental to Wing (R. 216).* 


In any event, oper: iting ratios—without more—are not a safe eng of 
carrier profitability. Commissioner Mitchell, speaking for the Com- 


mission, admitted this in his testimony before the Senate Small Busi- 


ness Committee in 1955.”° 

Be that as it may, the Commission’s concern with protestant’s wel- 
fare in this case does not seem to square with its policy in section 
5 cases involving “giants.” In the PIE purchase of the “giant” Union 
Freightways, for example, the hearing examiner discounted protes- 
tants’ prediction of gloom and doom as ‘follows: 


The extent to which protestant common carriers * * * claim their successful 
and well established operations would be affected is general in nature, and in the 
absence of a showing with some particularity as to just how much traffic they 
would lose or to what degree their operations would be harmed, their appre- 
hensiongs may be accorded little weight in determining the issues presented 
herein. It is probably true that the unification of the rights of the two carriers 
will cause some increase in competition among the carriers. This almost always 
occurs, to a greater or lesser degree, when the purchasing carrier is stronger 
financially and from the standpoint of equipment and other facilities, than the 
selling carrier, but the evidence of record is not convincing that the protestant 
carriers would be affected to any material extent or would be unable to meet 
the additional competition without serious impairment of their existing service. 
It has been frequently found that the mere apprehension by competing carriers 
that they might lose some traffic does not alone warrant denial of the transaction 
proposed.” 


2 Vermont-New Hampshire Rate Increase, 49 M. C. C. 81, 87. It is not beyond the 
range of possibility that, with the loose supervision by the C ommission, carriers are able 
to siphon off profits in order to avoid corporate income taxes. 

28 See Petition of Applicants, op. cit., pp. 30—31. 

2 See hearings before the Senate Small Business Committee on ICC Administration of 
the Motor Carrier Act, 84th Cong., Ist sess., pp. 192-194. 

*® See supra, p. 269. 
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Tn another case involving an acquisition by a “giant,” division 4 made 
an almost identical policy pronouncement : 


Protestants generally are apprehensive that if the proposed transaction is ap- 
proved and consummated they would lose some of their traffic to vendee. Their 
fears are based upon the opinion expressed by their representatives and there is 
no evidence of record such as exhibits or statistics supporting those opinions. 
The extent to which these carriers claim their operations would be affected is 
speculative and conjectural and in the absence of a showing with some particu- 
larity how much traffic they would lose or to what degree their operations would 
be harmed, their apprehensions may be accorded little weight in determining the 
issues here presented. It is probably true that the transaction will cause (and 
the operations under temporary authority no doubt have already caused) some 
readjustments in competitive relations of carriers, and an intensification of com- 
petition between points in the territory of vendor. This almost always occurs, 
to a greater or lesser degree, when the purchasing carrier is stronger financially, 
and from the standpoint of equipment and facilities, than the selling carrier; 
but we are not convinced that any of the protestant carriers would be unable 
to meet the added competition without serious impairment of their exising 
services * * *,™ 

These examples can be multiplied. 

Consider again the facts of this case in the context of the Com- 
mission’s merger policy. Law & Ingham proposes to buy the rights of 
a small carrier in serious economic distress. Law & Ingham receives 
permission to operate vendor under temporary authority. Fifteen 
protestants oppose the transaction but only one of these has ever inter- 
changed traflic either with vendee or vendor. Eighteen other carriers 
who have regular interchange relations with vendee do not mF pte the 
transaction. The record shows that the proposed merger would involve 
little more than an enlarged pickup and delivery territory for vendee, 
that the unification of rights would eliminate short-haul interchanges 
and thus improve service to the public, and that vendee would be able 
to increase its total operating revenues by a modest $23,603. The record 
shows that protestants have suffered no demonstrable harm as a result 
of vendee’s temporary control of vendor. The record shows that 
protestants blanket 8 New England States with both regular and 
irregular route authority, that they operate an average of 166 pieces 
of equipment in contrast to vendee’s 34 pieces, and that they had 
average operating revenues in 1953 of $1,528,378 in contrast to ven- 
dee’s $289,407. 

The hearing examiner recommends approval of Law & Ingham’s 
application, but the Commisison disagrees. It fears that the Law & 
Ingham merger with Howe would so seriously affect the economic 
stability of the protestants as to undermine sound conditions in the 
entire industry serving New England. It assumes that an additional 
$23,603 in revenues going to Law & Ingham would disrupt the competi- 
tive balance in the region and deprive the public of adequate transpor- 
tation service.** In the context of other decisions—especially the St. 
Johnsbury case involving one of the largest carriers in New Eng- 
land *—the Commission’s position vis-a-vis Law & Ingham defies 
comment. 


%1 Mid-Continent—Purchase—Hanaon, 11 Fed. Car. Cases 212, 215, decided June 27, 1955. 
See also McLean—Purchase—Gore, 59 M. C. C. 393, 404. 

82 After these facts were called to the attention of the Senate Small Business Committee, 
the Commission decided to reopen the proceedings for further consideration. 

% See, supra, note 22. This case is discussed in greater detail in sec. 4, dealing with 
“dormancy.” 
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3. THE ISSUE OF UNLAWFUL OPERATIONS 


Another case which illustrates the Commission’s merger 
policy toward large and small carriers is Cortland Fast Freight— 
Purchase—Korten.** At issue here was an acquisition under section 5 
of the act without prior approval from the Commission. 

On May 2, 1952, Cortland Fast Freight applied to the Commission 
for permission to purchase the interstate operating rights and 86 
percent of the outstanding capital stock of Korten for $34,660. This 
application was submitted after the Commission, on March 21, 1952, 
had instituted an investigation ** to determine whether control or 
management of Korten in a common interest with Fast Freight may 
have been effectuated and may be continuing in violation of section 

5 (4). The purchase application was opposed by four “giant” motor 
carriers—Associated Transport, Red Star Express Lines of Auburn, 
Boyce Motor Lines, and Eastern Freightways—and by the Commis- 
sion’s Bureau of Motor Carriers. 

Both Fast Freight and Korten were small carriers. Their opera- 
tions were, at best, only moderately successful. Fast Freight’s in- 
come statements for 1949, 1950, and 1951, showed net incomes, before 
provision for income taxes, of $817, $11,734, and $1,957, respectively. 
Korten’s income statements for the same years showed deficits of 
$65,291, $23,047, and $40,456. Nevertheless, shippers located at Cort- 
land, Homer, McGraw, and Port Chester, N. Y., appeared in su port 
of the application—principally because applicants faites a direct 
service to northern New Jehan destinations, in less than truckloads, 
whereas such service was offered by protestants only in truckloads. 
Small shippers, therefore, found a very definite need for the kind of 
service offered by applicants—a service which protestants apparently 
did not provide. 

Despite this showing of public need, however, the Commission 
denied the application. It chose to regard the application merely as 

“a request for validation of the existing unlawful control. ” The 
merger of the properties was, in the Commission’s view, “merely a 
second step to change the form of the control already unlawfully in 
effect.” ** Said the Commission: 

There is little evidence in this record to justify the actions of respondents in 
accomplishing the common control of these carriers without our authority, or 
which would warrant our sanctioning such control at this late date. There 


can be no doubt that the individuals concerned were aware of the provisions 
of the act, but it is urged that the financial condition of Korten was such that 





* MC-F-5139, 60 M. C. C. 321 (1954). A survey of vols. 10 and 11 of Federal Carrier 
Cases reveals other instances where the Commission denied merger applications or ter- 
minated common control situations involving smaller carriers, because such carriers had 
effectuated_ common control without prior Commission approval See, for example, 
Ferguson Frt. Lines—Purchase—Ceramic Trucking Co., 10 Fed. Car. Cases 155 (1953), 
Commissioners Johnson, Alldredge, Elliott, Knudson, and Mahaffie dissenting; Chippewa 
10 Fed. Car. Cases 265 (1954), involving 
unlawful conversion of irregular route service to regular route service through unlawful 
interchange; Joint Northeastern Motor Carrier Ass’n v. Marine Fwdg. Co., 11 Fed. Car. 
Cases 266 (1955), Commissioner Elliott not participating; Warren Transport, Inc.—Con- 
trol and Mer er—Donaldson, 11 Fed. Car. Cases 517 (1956), Commissioner Mitchell 
dissenting. owever, in M. J. Baggett—Control—Walker Hauling Co., 11 Fed. Car. Cases 
353 (1955), the Commission approved, but did not condone, the consummation of the 
~~ of the transaction without prior authorization by the Commission. 
wonie F-5178, Gisinger—Investigation of Control—Cortland Fast Freight and H. J. 

corten. 

% 60 M. C. C. 321, at 327. 
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the unlawful action taken was necessary. Section 210a (b) was enacted to 
provide for emergency situations, but respondents sought no authority from 
us, and the application was not filed until after the order of investigation was 
entered. Even after entry of the order of investigation, although an appli- 
cation for authority under section 5 was filed, the parties took no steps to end 
the relationship and operating practices which clearly amounted to control and 
management in a common interest, and, indeed, in the face of that order and 
after the first hearing, the remainder of the stock was purchased. In effect, 
applicants would have us ignore the unlawful control which has now continued 
for some years, and authorize the merger on the basis of the evidence presented, 
which is largely based on the unlawful control and the operations thereunder 
and directed primarily to the merger. The real issue is whether the common 
control of these carriers should be sanctioned under the circumstances pre- 
sented. In our opinion, this record shows such a flagrant disregard for the 
law that divestiture should be ordered.” 


Commissioner Mitchell’s dissent was both candid and revealing. 
Said the Commissioner : 


This is a small operation. While I do not approve of the manner in which 
it was carried on, we have approved many larger transactions where certainly 
there was more justification for a denial than there is in this proceeding. I 
would reprimand the parties for the manner in which they carried on these 
transactions and approve the application.” 


Why was Commissioner Mitchell moved to register this dissent? 
What “larger transactions” might he have had in mind when referring 
to cases of unlawful control approved by the Commission? The an- 
swer to these questions is readily at hand. 

Consider, for example, the case of North American Van Lines—a 
‘arrier with total operating revenues in 1955 of $23,019,536. There 
the Commission found— 


that control or management of North American, in a common interest with those 
of its carrier-agents which hold stock in North American, or are controlled by 
or affiliated with persons who hold such stock, has been effectuated, and is con- 
tinuing in violation of section 5 (4) of the act * * *. 

In the light of the above, it is clear that an arrangement exists for the pooling 
of service, traffic, and gross and net earnings, or of a portion thereof, between 
North American and its common-carrier agents, with respect to the transporta- 
tion of household goods in interstate or foreign commerce, for which our approval 
has not been obtained, in violation of the provisions of section 5 (1) of the act.” 


In this case, however, the unlawful effectuation of common control 
and the unlawful continuation of such control did not cause denial of 
the application. “The law violation,” said the Commission— 


is not a bar to approval of the application when presented, if the evidence shows 
that affirmative action would not be contrary to the public interest.” 


The Commission then concluded that— 


there is nothing of record to indicate that the continued control of North Ameri- 
can in a common interest with these carrier-agents is contrary to the public 


87 Td., at p. 329. 

8 1d., at p. 330. 

% North American Van Lines—Investigation of Control, 60 M. C. C. 701 (1955), at pp. 
748, 751. <A survey of vols. 10 and 11 of Federal Carrier Cases reveals other instances in- 
volving “giant” carriers where the Commission did not consider prior unlawful operations 
a bar to approval of sec. 5 applications. See, for example, Long Transportation Co.—Pur- 
chase (Portion)—Spreen, 10 Fed. Car. Cases 602 (1954), Commissioner Arpaia not par- 
ticipating; System Tank Lines—Purchase—Lang, 10 Fed. Car. Cases 224 (1953). How- 
ever, in Interstate Mtr. Frt. System—Purchase—Capital, 11 Fed. Car. Cases 86 (1955), and 
Baggett Transportation Co. v. B & M Express, 11 Fed. Car. Cases 563 (1956), the Com- 
mission refused to sanction continuation of common control by “giant” carriers where such 
control had been effectuated unlawfully without prior Commission approval. 

“Td., at p. 753. 
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interest, and the conclusion is warranted, upon consideration of all the facts 
presented, that the public has benefited in terms of the improved and more eco- 
nomical service which North American and its carrier-agents have been able to 
furnish.“ 


The Commission decided on the same course of action with respect 
to United Van Lines, a carrier with total operating revenues in 1955 


of $14,280,294. Here, too, the Commission came up—as it did on a 
previous occasion—with the finding— 


that control or management of United, in a common interest with other earriers 
subject to part II of the act, was effectuated March 17, 1947, and is continuing in 
violation of the provisions of section 5 (4) of the act * * *.“ 


Moreover, said the Commission— 


The finding in the prior report that United and its carrier-agents have entered 
into contracts, agreements, or combinations with each other for the pooling or 
division of traffic, or of service, or of gross or net earnings, or of a portion thereof, 
with respect to the transportation of household goods in interstate or foreign 
commerce, without prior approval of the Commission, in violation of the provi- 
sions of section 5 (1) of the act, will be affirmed.“ 


But here the Commission stopped. It refused to draw the conclu- 
sion implicit in its unequivocal findings. It simply rationalized its 
validation of United’s unlawful conduct. Said the Commission : 


The law violation is not a bar to approval of the transaction when presented, 
if the evidence shows that affirmative action would not be contrary to the public 
interest * * *, The state of the law concerning a transaction such as this, at 
the time of consummation, was by no means clear, though this is no excuse for 
precipitate consummation and resulting violation of the statute. However, the 
control of United by certain of its carrier-agents has now continued for a number 
of years, and to a great extent its position as a strong competitor in the field of 
nationwide transportation of household goods, in which there are only a limited 
number of carriers, is due in large part to the affiliation of those carriers with 
it * * _ 

Inevitably, denial of the control and pooling applications, with a concurrent 
requirement for divestiture of stock and discontinuance of the agency arrange- 
ments, would require the lapse of a substantial period of time before compliance 
could be effected, and in all likelihood there would be a catastrophic deterioration 
in the services of United, which as this record discloses are needed by the ship- 
ping public.“ 

The Commission followed an almost identical pattern with respect 
to Allied Van Lines, the largest household mover in the Ne 
carrier with total operating revenues in 1955 of $35,595,525. On 
September 7, 1943, the Commission rejected Allied’s proposal to pool 
traffic, service, gross and net earnings, operating rights, and proper- 
ties with its agents.“ On December 28, 1945, a consent judgment was 
entered in the antitrust suit against Allied under the terms of which 
the Allied system was, for practical intents and purposes, dissolved.*® 
On February 5, 1946, the Commission denied Allied’s application for 
“grandfather” rights under section 206 (a) and a certificate of public 
convenience and necessity under section 207 (a) of the Motor Carrier 
Act." Then, on April 26, 1946, the Commission approved a proposal 


“ Ibid. 

42 Geitz a. 4 Moving Co.—Investigation of Control, 65 M. C. C. 257 (1955), at p. 290. 

#Td., at p 

“Td., at pp. 7o4- 295. 

Allied Van Lines, Inc.—Pooling, 39 M. C. C. 287 (1948). 

4 United States v. Allied Van Lines, Inc., et al., Judgment, Civil Action No. _ eg -80, 
U. S. District Court, Northern District of Illinois, ‘Eastern Division, Dee. 28, 194 

47 Allied Van Lines, Inc., Common Carrier Application, 46 M. C. C. (1946). 
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which would permit the Allied system to remain intact and to con- 
tinue operations much as it had in the past.*® Thus the Commission not 
only winked at Allied’s continuing violation (at least since 1943) of 
the Motor Carrier Act, but also sanctioned Allied’s defiance of the 
consent decree issued by a United States district court. 

Authors’ conclusions 

Summarizing, then, we find that the Commission is not averse to 
applying a double standard with respect to unlawful acquisitions and 
consolidations, On the one hand, it condemns small carriers like 
Cortland Fast Freight and Korten for merging without prior approval 
from the Commission. It condemns Cortland and Korten for sub- 
mitting their merger application only after an investigation of con- 
trol had been ordered. It condemns Cortland and Korten for not 
terminating their unlawful relationship when the investigation of con- 
trol is instituted. It denies the Cortland-Korten application because 
the transaction has not been shown to be consistent with the public 
interest. It denies the application, in spite of evidence that applicants 
were providing a less-than-truckload service for small shippers, un- 
matched by the existing service of the giant protestants. 

On the other hand, the Commission reprimands but does not con- 
demn the giant van lines for committing the identical offense. The 
Commission approves the application of North American, although 
North American engaged in unlawful control and unlawful pooling 
without prior approval from the Commission. It approves the North 
American application, although the carrier did not terminate its un- 
lawful conduct when an investigation of control was instituted. The 
Commission approves the United application, although it finds that 
United had been in continuing violation of the law from 1947-55. It 
approves the United application, despite the fact that United had 
willfully ignored at least one prior Commission finding of unlawful 
conduct. ‘The Commission approves the Allied application, although 
on three previous occasions it had rejected similar applications by the 
same carrier. It approves the Allied application, although Allied 
had been in continuing violation of the law for at least 3 years and 
although Allied had apparently defied a dissolution order issued by 
a United States district court. It approves all three applications, not 
because they are shown to be consistent with the public interest but 
because they are not shown to be contrary to the public interest. It 
approves the van-line applications, because a denial would mean 
deterioration of service to the public—past unlawful operations to the 
contrary notwithstanding. 

In the case of the small carrier, the Commission regards the appli- 
cation merely as “a request for validation of existing unlawful con- 
trol.” It ignores the service provided to small sh*ppers and dismisses 
the applicants. In the case of the giant van lires, by contrast, the 
Commission does not look upon the application as a request for valida- 
tion of an unlawfully effectuated fait accompli. It punishes the 
applicants with a gentle slap on the wrist, but proceeds to approve 


4 Fvanaton Fireproof Warehouse—Control—Allied Van Lines, 46 M. C. C. 557 (1946). 
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the transaction. It chooses to see only the public benefits to be derived’ 
from a preservation of the status quo. In short it beclouds the issues 
in question. 

4. THE ISSUE OF DORMANCY 


Dormancy has been one of the major issues in the adjudication of 
section 5 applications. To what extent has vendor rendered regular 
and continuous service under hisrights? To what extent have vendor's 
operations been infrequent and sporadic? Has vendor held himself 
out for traffic to an extent commensurate with his resources and facili- 
ties? Does a lapse in service of 6 months, 1014 months, or a year 
render operating rights dormant? Should’ existing carriers be pro- 
tected against the revitalization of “dormant” rights?) The manner 
in which these and related questions are resolved ‘by the Commission 
has an important bearing on the ultimate decision in a section 5 
proceeding. 

To gain an insight into the Commission’ s thinking, we conducted 
a content analysis of the “dormancy” cases listed in volumes 10 and 
11 of the Federal Carrier Cases. Of the 21 “dormancy” cases arising 
under section 5, 13 involved carriers with total operating rev enues in 
1955 of $2,500,000 or more. The remainder involved smaller carriers. 


Small-carrier applications approved 


MC-F-5498.—In this case, Wheaton Van Lines (total operating 
revenues in 1955 of $2,028 265) sought to extend its operations into 
the New England area by acquiring the household-goods rights of 
O. W. Carleton. Wheaton admitted that vendor’s ‘operations had 
been of a sporadic nature, but insisted that his operations were com- 
mensurate with vendor’s facilities and resources. Wheaton also 
pointed out that there was evidence of record showing a need for 
improved service in the territory served by vendor. ‘The Commission, 
however, denied the application largely because it considered vendor’s 
rights to have only limited “coing concern” value. Said the Com- 
mission : 


A careful analysis of the record clearly indicates that the actual operations 
performed by vendor under his household-goods rights have been very limited. 
While it cannot be stated that these rights are dormant, it is clear that they have 
little “going concern” value. Approval of this transaction would enable vendee, 
a stronger carrier with extensive operations, to activate the sporadic operations 
of vendor to their full capacity by the appointment of numerous agents through- 
out New England and by institution of a single-line service * * *. [The] evi- 
dence fails to establish any need for institution by vendee of an extensive service 
in the territory in which vendor’s service has been of little competitive signifi- 
cance. Moreover ,the evidence adduced on behalf of the supporting shippers falls 
short of showing any need for the extension of vendee’s service into the involved 
area. The mere fact that they use vendee’s service in its presently authorized 
territory and would prefer its service in vendor’s territory is not convincing 
that there is a laclz of adequate transportation service available to them from, 
to, or between points in the latter area. 

In numerous proceedings we have found that, where existing carriers are 
handling available traffic in an adequate, efficient, and economical manner in 
the territories served by them, they are entitled to protection against the 
establishment of a new or additional service unless it is shown that there is 
a public need therefor which cannot be met as well by existing carriers. = 

On reconsideration, the Commission simply accepted the arguments 


which Wheaton had urged on the Commission on 4 separate occasions, 


49 Wheaton Van Lines, Inc.—Purchase (Portion)—Carleton, 11 Fed. Car. Cases § 33,279, 
decided July 6, 1955. For a complete analysis of this case, see infra, pp. 350-356. 
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extending over a period of more than 3 years. With four Commis- 
sioners dissenting, the Commission found that Carleton’s operations, 
though sporadic, were consistent with his facilities and resources. This 
time, the Commission chose to regard the testimony of national ac- 
counts and other shippers as an indication of public need for the 
single-line service proposed by Wheaton. Finally, the Commission 
attached little weight to the fears of competing carriers, observing 
that an increase in “competition 


* * * almost always occurs, to a greater or lesser degree, when the purchasing 
carrier is stronger financially and from the standpoint of equipment and facilities, 
than the selling carrier, but we are not convinced that the protestant carriers 
would be affected to any material extent or would be unable to meet the additional 
competition without serious impairment of their existing services. It has been 
frequently found in section 5 proceedings, that the mere apprehension by com- 
peting carriers that they might lose some traffic does not warrant denial of the 
transaction proposed.” 


MC-F-5592.—In this case, vendees wanted to purchase rights au- 
thorizing the transportation of general commodities between 9 origin 
points in Maine and destinations in 12 Maine counties. The Com- 


mission found that operations under vendor’s rights “have been 
limited” and that 


while the operations have been fairly continuous, the service performed has been 
primarily on behalf of two shippers, and from relatively few points. 


The Commission concluded, therefore, that— 


to permit vendee to transport general commodities from all 9 origin points to 
points in the 12 desination counties, would be equivalent to authorizing a new 
competitive service— 

for which no public need had been shown. Accordingly, the Com- 
mission conditioned its approval of the transaction on the cancella- 
tion of all rights from 5 of the origin points in question. It thus 
overrode applicants’ contention that while vendor’s operations were 
limited in scope, vendor held himself out at all times to operate 
throughout his entire territory and conducted operations commen- 
surate with his resources and facilities.™ 


Small-carrier applications denied 

MC-F 4i92.—In this case, Houff Transfer, Inc. (total operating 
revenues in 1955 of $1,404, 005), proposed to buy certain rights which 
would authorize it to provide a single-line, general- commodity service 
between an area in Virginia and West Virginia, on the one hand, and 
an area in eastern Pennsylvania, on the other. ‘Through the transac- 
tion, Houtf hoped to balance its one-directional general-commodity 
movement south, with a corresponding movement ‘north from points 
in Virginia to Pennsylvania. Houtf anticipated considerable savings 
in mileage under the combined rights—estimating that its vehicles 
between Lancaster end Richmond and Lancaster and Norfolk could 
travel a distance of 220 and 327 miles, instead of 289 and 394 miles, 
respectively. 

Ina proposed report, hearing examiner Carter C. Hubbel denied 
the application. The Commission also denied the application, pri- 
marily because the irregular route rights sought to be acquired would 
be severed from the regular routes of vendor and joined with the exist- 

11 Fed, Car. Cases { 33.602 (1956). 


51 Roy Brothers Transportation Company—Purchase—Frank 9B. Maliar, 11 Fed. Car. 
Cases, § 33,293.01, decided July 12, 1955. 
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ing irregular-route rights of vendee for the purpose of creating an 
entirely new through competitive operation from all points in the 
Virginia-West Virginia area to points in the Pennsylvania area. The 
Commission felt that the result of this transaction would be a mate- 
rial change in the character of service contemplated under vendor's 
rights, and would cause other carriers in the territory for the first time 
to be faced with a new competitive single line service. The transac- 
tion, concluded the Commission, “involves nothing more than the 
purchase of bare operating rights ‘with the retention in vendor of other 
rights authorizing substantially the same service.” *"* 

Upon petition of applicants, the proceeding was opened for recon- 
sideration and assigned for further hearing. Applicants submitted 
a revised proposal, ~ designed to meet the Commission’s objection to 
the original plan under “which vendor would have retained some of 
its irregular route rights. Applicants now proposed to purchase all 
of vendor’s general-commodity, irregular-route rights to the areas 
in Pennsylvania here consider ed. Nevertheless the hearing exam- 
iner, in his proposed report, again recommended denial of the trans- 
action. Examiner Francis A. Clifford was of the opinion— 


* * * that the interline operations between vendee and vendor should not be 
given any weight as evidence of active operations by vendor under the rights 
sought to be acquired. Instead, they depict operations by vendee rather than 
by vendor. * * * 

The numerous shipments shown by the abstracts which were interlined under 
the “lease arrangement” between vendee and vendor are not representative of 
operations by vendor under the rights sought herein to be acquired by vendee. 
There can be no doubt that the service proposed by vendee under the combined 
rights would bear no resemblance to that intended under vendor’s certificate. 
As stated in the prior report, the result of approval would be to sanction a 
material change in the character of service contemplated under the rights 
originally granted as a complete unit, and would cause other carriers in the 
territory for the first time to be faced with a new competitive single-line service. 
Although under the supplemental agreement herein applicants have met the 
basic objection found in the prior report, * * * they have not established that 
the unification should be authorized. 

8 = * B + > = 


This record is clear that vendor has conducted little or no operations under 
the rights sought to be acquired by vendee, and the record fails to establish 
a need for the service proposed by the vendee under the unified rights. The 
territory involved is well supplied with adequate transportation service, and 
carriers now serving the affected areas, including protestants, are able and 
willing to provide all the service required. It would not be consistent with 
the public interest to permit the acquisition and reinstitution of operations 
which have been discontinued by the vendor.™” 


In their exceptions to the examiner’s proposed report, applicants 
argued that— 


while protestants oppose the application because of a possible diversion of 
traffic interchanged by them at Baltimore with carriers serving points in Virginia 
and West Virginia, not one of those carriers appeared in opposition to the 
application, that no carrier presently is authorized to serve directly or by a 
single interchange the Pennsylvania and Virginia-West Virginia territories here 
considered, and that approval would eliminate vendee’s present uneconomical 
one-way operations, would not adversely affect protestants, and would afford 
the public an improved transportation service. They further argue[d] that the 
evidence clearly shows that in no sense are vendor’s operations dormant and 


Sia Houff Transfer, Inc. ae (portion)—Elliott, Report of the Commission, October 
19, 1951 (mimeographed), sheet 9 

6b Houff Transfer, Inc. —Purchase (portion)—Elliott, Proposed Report on Further 
Hearing, August 1953 (mimeographed), sheets 9-10. 
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that they have been providing service between the considered territories in 
competition with protestants for years. They contend[ed] that their interline 
arrangement is lawful, that the bulk of the traffic transported by vendee under 
the unified rights would be for the same shippers it presently serves singly 
or in combination with vendor, and that the revised proposal removes the basic 
objection to approval advanced in the prior report, namely, that the transaction 
there proposed would result in dividing a single-line service without materially 
affecting the nature and the scope of the service which vendor would continue 


to render. 

These contentions, however, did not impress the Commission, and 
the application was again denied. With Commissioner Mahaflie not 
participating, the Commission concluded that vendor’s— 

* * * rights between authorized points on its regular routes and the said 
Pennsylvania territory, as previously indicated, are dormant. The evidence 
does not, in our opinion, warrant a finding that vendee should be authorized to 
institute operations under those dormant rights.” 

MC-F-5208—In this case, Eclipse Motor Lines (total operating 
revenues in 1955 of $1,389, 407) sought to acquire rights which would 
permit it to extend its operations from the Indiana-Lllinois line into 
the Chicago commercial zone. Though the hearing examiner found 
that vendor’s rights had been dormant since F ebruary 29, 1952, i. e., 
approximately 1 year, he recommended approval of the transaction. 
On the basis that E clipse already had the right to serve portions of 
the commercial zone in Indiana and would here acquire additional 
rights only to serve the portion in Illinois, the examiner concluded 
that the proposed transaction could properly be approved as being 

consistent with the public interest—with a proviso precluding vendor 
from instituting interstate operations in the area covered by the rights. 
The Commission, however, rejected the examiner’s report and agreed 
with the contention of railroad protestants that the rights had become 
dormant and that no public need had been shown for a renewal of 
service thereunder.” 

MC-F-5398.—In this case, Willers, Inc., principally a carrier of 
general commodities in South Dakota and Minnesota, wanted to ac- 
quire rights authorizing the transportation of washing machines from 
Newton, Iowa, to Mitchell, S. Dak., and of hardware and farm ma- 
chinery from Minneapolis, Omaha, Sioux City to Mitchell and points 
within 100 miles thereof. While applicants introduced no evidence to 
show the extent of prior operations, a survey by protestants in the 
affected area indicated that the rights in question had been dormant 
for some time. The Commission denied the application, saying that 
the involved rights had become dormant, that no need for a revival of 
service had been shown, and that the granting of additional authority 
would not be in the public interest : 

We have stated in numerous cases that part of the burden of proof which 
applicants must meet in these proceedings to support a finding that a proposed 
purchase will be consistent with the public interest is to establish the traffic 
needs in the territory covered by the rights proposed to be purchased and the 
nature and scope of the service which has been rendered under those rights. 
This is necessary if we are to appraise the effect of a proposed unification of 
operations, both in the normal case where no question is raised as to sporadic 


or abandoned operations, and it is even more essential in cases where, as here, 
that question is present. In the instant case, no evidence whatsoever was ad- 






3 Houff Transfer, Inc.—Purchase (portion)—Blliott, 60 M. C. C. 489 (1954), at p. 495. 
8S Id., at p. 497 

& Eclipse "Motor Lines—Purchase—McMaster, 10 Fed. Car. Cases 203, decided December 
7, 1953. 
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duced showing a need for operations under the considered rights * * *. In 
the absence of evidence showing a need for the additional service by vendee, 
and where, as here, other carriers have expended their money and energy 
in developing facilities to handle ali available traffic, they are entitled to pro- 
tection against the establishment of what would be tantamount to a new service 
in competition with them. To permit a revival of service by vendee under rights 
presently having no real going-concern value in the considered territory would 
not foster sound economic conditions am ong the existing carriers and would not 
be consistent with the public interest.” 

MC-F-5442.—In this case, L. Nelson & Sons (total operating rev- 
enues in 1955 of $947,726) had operating authority limited princi- 
pally to the transportation of wool and wool products between points 
and areas in Connecticut, Rhode Island, Massachusetts, and New 
Hampshire. Because of the loss of wool traffic resulting from the 
relocation of manufacturing plants, Nelson wanted to acquire ven- 
dor’s general commodity rights covering transportation over ir- 
regular routes between points in New Jersey and New York, Con- 
necticut, and Pennsylvania. In 1952 vendor went into receivership 
and was declared bankrupt the same year. Its interstate certificate 
was seized by the Government under a tax lien, and because of 
this and _a subsequent court order to sell the company’s assets, the 
receiver has never been able to reinstitute motor-carrier operations 
under the subject rights. 

The Commission denied the application, largely because it con- 
sidered vendor’s rights to have become dormant and because their 
revival would be tantamount to the institution of a new service: 

It is apparent that the rendition by vendee of the service authorized by 
vendor’s dormant rights in conjunction with its present service would result 
in the establishment of new competitive operations between the points involved 
* * * We have stated in numerous cases, that where, as here, the evidence does 
not show a public need for the revitalization of dormant rights existing carriers 
which have expended their funds and time in developing facilities to handle 
all available freight and are meeting all reasonable demands for service, are 
entitled to protection against the institution of what would amount to new serv- 
ice in competition with them, and that such protection should be afforded not only 
in the interest of the carriers themselves, but to promote stability and sound 
economic conditions in the industry and the performance of adequate trans- 
portation to the public.” 

MC-F-5632.—In this case, Law & Ingham sought to purchase rights 
authorizing operations over irregular routes between Boston ‘and 
points within 10 miles thereof, on the one hand, and, on the other, 
points in southern New Hampshire. The hearing examiner recom- 
mended denial of the application because vendor’s operations had been 
very limited and because the transfer of the rights to Law & Ingham 
would result in the inauguration of a new service for which no need 
had been shown. Law & Ingham took exception to these findings, 
arguing that the transaction would result in an improv ed service to 
which the public was entitled and that the examiner’s finding of 
dormancy in vendor’s operation cannot be supported, particularly in 
view of the irregular route nature of the rights and the evidence of 
moderately fr equent movements during the 6-month period preceding 
the filing of the application. Where such operations are affirmative- 
ly shown, said Law & Ingham, dormancy cannot be found to exist. 





% Willers, Inc.—Purchase (Portion)—Everson, 10 Fed. Car. Cases 222, decided Dec. 
10, 1953. 

6&6. Nelson & Sons Transportation Company—Purchase—Whites Express, 10 Fed. Car. 
Cases 227, 228, decided December 22, 1953. 
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But the Commission disagreed, expressing serious concern for the more 
than dozen rail and motor carriers who opposed the transaction. The 
Commission concluded that the existing carriers not only were meet- 
ing ali reasonable needs of shippers and receivers, but also had ex- 
pended their funds and energy in developing facilities for the han- 
dling of all available traffic. Hence, said the Commission, existing 
carriers were entitled to protection against the establishment of a new 
competitive service—especially since the operationg ratio of 18 motor 
carrier protestants had declined.” 

MC-F-5965.—In this case, Atkinson & Sons, a common carrier over 
irregular routes of textiles and textile machinery in the Philadelphia- 
New York City-Newark-Jersey City area sought to acquire rights 
authorizing the transportation of paper, paper products, and chem- 
icals between specified points in the same general area. Atkinson 
wanted to acquire these rights because of the general decline in the 
textile and woolen industries with which his operations were so inti- 
mately connected. The hearing examiner found that— 


applicants submitted with their application an abstract of 28 shipments trans- 
ported by vendor between July 7, 1954, and March 28, 1955, inclusive. The 
abstract listed 4 shipments of chemicals from Philadelphia to Riverton, N. J., 
14 shipments of paper from Miquon to Bordentown, N. J., and 10 shipments of 
building material from Philadelphia to Gloucester, N. J. The shipping docu- 
ments from which this abstract was prepared were not available at the hearing; 
however, representatives of two shippers testified that vendor had provided 
similar interstate service for their companies for a number of years. Based on 
the evidence of record, it appears that vendor has conducted continuous but 
limited operations under the rights which vendees would purchase.” 


After noting that Atkinson had agreed to the cancellation of the dor- 
mant portion of vendor’s rights, the hearing examiner recommended 
approval of the transaction. 


The Commission, however, refused to go along with the op orn 
report. It reversed the hearing examiner on the technicality that— 


abstracts of shipments may properly be received in evidence only if they are 
supported by the original records at the hearing and opposing parties are afforded 
an opportunity to examine them. 


Then, ignoring the abstract of shipments presented at the hearing, 
the Commission held that— 


most of vendor’s interstate authority has remained dormant, including most of 
the limited authority which vendees would acquire under the amended applica- 
tion. In our opinion, the service which vendee would perform in interstate com- 
merce under any of vendor’s rights would be equivalent to a new competitive 
operation for which no need has been shown on this record. Vendee’s mere 
desire to reestablish service under operations, which for all practical purposes 
have long since been discontinued, unsupported by a showing of need therefor, 
provides no basis for finding that the transaction and the resulting resumption 


of service would be consistent with the public interest. The application accord- 
ingly will be denied.” 


Here was a transaction which would have permitted a small carrier 
to increase his gross revenue by $82,249 and his net income by $10,114. 
Given the record, there is perhaps little need to elaborate on Commis- 


St Law & Ingham—Purchase (Portion)—Woodberry, 11 Fed. Car Cases 9 33.278, decided 
July 1, 1955. See also Law & Ingham—Purchase—Howe, discussed pp. 270-275, supra. 

See Atkinson & Sons—Purchase—Kellman, recommended report of hearing examiner, 
dated April 16, 1956, sheet 4. 


ae aneen & Sons—Purchase—Kellman, 11 Fed. Car. Cases, J 83,705, decided September 
. 1956. 
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sioner Mitchell’s dissent, simply recommending adoption of the 
hearing examiner’s report.” 
Large-carrier applications approved 

MC-F-4518.—In this case, Eastern Freight Ways (total operating 
revenues in 1955 of $5,671,598), a carrier of general commodities prin- 
cipally between New York City and Buffalo, via Albany, Syracuse, 
and Rochester, sought to acquire the rights of Cole’s Trucking Serv- 
ice, an irregular route carrier of specified commodities between points 
in five States and a household-goods carrier with radial rights from 
Athens and Sayre, Pa., to New York, Easton, Philadelphia, and points 
in Pennsylvania and New Jersey. Eastern wanted to purchase these 
rights in order to conduct a single-line service between the New York- 
New Jersey area and Buffalo via the Athens gateway rather than via 
Albany, because the Albany route is more circuitous, more heavily 
i eeaalaga and not conducive to expeditious service. On May 2, 1950, 

{astern received temporary authority to operate under Cole’s rights. 

The hearing examiner denied the application and the Commission, 
in its initial decision, agreed with the examiner. Not only did the 
Commission consider the method of financing the purchase inconsist- 
ent with the public interest, but also found 
a lack of concrete evidence of the extent of the [Cole] partnership’s operations 
prior to the lease of its rights to Eastern. * * * As indicated, the partnership 
had only 1 terminal, all traffic was solicited from that terminal, and it had 
only 3 trucks and 9 tractor-trailer units to serve all of New York, New Jersey, 
and a large portion of Pennsylvania. There is nothing in the record to show 
it operated to and from the Massachusetts points and points in western Penn- 
sylvania it is authorized to serve. According to the testimony of Ray Cole, the 
partnership’s household-goods operations were “very spotty.” He claims that 
the partnership served 64 points in upstate New York, but was unable to state 
the last time shipments moved to those points. In proceedings under section 5 
where, as here, the question is raised by protestants that the carriers involved 
have discontinued service in whole or in part under their authority, the burden 
of proof is upon applicants to show in some detail the commodities transported, 
the points served, and the frequency of service. This is necessary if we are 
to appraise the effect of the proposed unification upon other carriers. * * * 
Applicants here have failed to meet that burden of proof, or to show that there 
is a need for service under these rights.“ 


When the case was opened for reconsideration, however, applicants 
submitted a tabulation listing 5,737 shipments, embracing a wide 
variety of commodities, transported by the partnership during the 
16-month period immediately prior to Eastern’s acquisition of tem- 
porary control. Analysis of these shipments revealed that the part- 
nership’s activity was primarily confined to radial operations between 
Athens and Sayre, on the one hand, and, on the other, New York City, 
and certain points in New Jersey, Pennsylvania, and western New 
York. This evidence led the Commission to conclude— 
that in the 16-month period prior to the lease of their rights to Eastern the 
operations of the partnership under its specified commodity authority were so 
limited as to be of no consequence and of no competitive effect in the area. 
Those rights were practically dormant and the transfer of any portion thereof 
to Eastern has not been shown to be consistent with the public interest. Our 
findings accordingly will be conditioned to require that should the transaction 
be consummated, all of the partnership’s specified commodity rights shall be 
canceled. 





© Tbid. 
61 Fastern Freight Ways, Inc.—Purchase—Cole, 58 M. C. C. 7, at 21-22, decided August 


23, 1951. 
#259 M. C. C. 109, at p. 118, decided May 6, 1953. 
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As to the partnership’s general commodity authority, however, the 
Commission felt that a different conclusion was warranted: 
Even though the service of the partnership under [the general commodity] por- 
tion of its authority was limited and a number of points were not served under 
the irregular-route rights, we are of the opinion that the service that was ren- 
dered was commensurate with its limited resources and facilities. That its 
operations were fairly substantial and continuous is evidenced by the fact that 
at least 5,737 shipments, or an average of 360 a month, were transported during 
the 16-month period previously referred to. Although on a limited scale, some of 
such shipments involved through operations via Athens and Sayre as gateways, 
in connection with traffic moving to or from points in western New York, on the 
one hand, and, on the other, New York City or other eastern points. 

Undoubtedly the service that is presently being rendered and that would be 
rendered by Eastern under a permanent unification of the general commodity 
rights would be considerably more extensive and of more competitive effect in 
the area than any prior operations performed by the partnership. This is to be 
expected considering the size of the partnership as compared to Eastern. The 
increased competition resulting largely from the through service, however, does 
not warrant a conclusion that the service of Eastern has, or will, seriously affect 
connecting carriers in the area. Eastern has now been operating under the rights 
of the partnership for approximately 3 years, and there is little evidence which 
would substantiate a conclusion that its operations have had a detrimental 
effect upon the operations of protestants during that period, or that a continuance 
thereof would affect their ability to perform their common carrier obligations.” 
In short, the Commission here concedes that vendor’s operations under 
the general commodity authority were “limited” and that “a number 
of points were not served.” The Commission admits that vendor’s 
through operations between New York City and Buffalo—and this 
is the heart of the case—were conducted on only “a limited scale.” It 
admits that Eastern would render a quantitatively more significant 
and competitively more important service under vendor’s rights. 
Yet, the Commission does not choose to label this a new and different 
service for which a public need has to be shown. It seems content 
that Eastern’s service under temporary operating authority has not 
been shown to be detrimental to existing carriers, and predicts that 
the merger will not impair protestants’ ability to maintain their com- 
mon carrier obligations. It views “dormancy,” “the protection of 
existing carriers,” and the “showing of public need” in a far different 
light than in merger cases involving smaller carriers. oie 

It is these inconsistent standards which caused Commissioner 
Mitchell to dissent and point out that— 
Vendor’s operations under the greater portion of its general-commodity authority 
have been so insignificant as to render dormant that part of the rights. Asa 
consequence, vendee’s much more extensive operations under temporary author- 
ity must be deemed to constitute a substantially new service for which no need 
has been established.“ 
Though the Commission’s findings were subsequently modified so as to 
restrict somewhat the rights to be acquired, Commissioner Mitchell 
still insisted that the majority report would authorize, in substantial 
part, the “reinstitution of heretofore dormant operations.” ® 

MC-F—-4819.—In this case, Watkins Motor Lines (total operating 
revenues In 1955 of $3,791,938), a common carrier of various specified 
commodities from, to, or between points in a number of Southern, 


®Td., at pp. 118-119 ; emphasis supplied. 
«59 M. C. C. 109, at p. 120. 
#59 M. C. C. 593, at 600, decided November 27, 1953. 
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Eastern, and Midwestern States,” sought to acquire a small carrier 
of specified commodities principally between points in the Del-Mar- 
Va Peninsula and an area in New Jersey. Vendor’s operations had 
been limited primarily to the transportation of canned goods from 
New Jersey to authorized points in the South and fruit and agricul- 
tural commodities in the reverse direction. 

On May 9, 1951, the Commission granted Watkins temporary oper- 
ating authority under vendor’s rights and these operations commenced 
on May 21, 1951, pending final determination of the purchase appli- 
cation. The examiner’s proposed report recommended denial of the 
application. The Commission, in its initial decision, agreed with 
examiner and found that— 


Evidence submitted on behalf of Peninsula as to its past operations was limited 
to showing that during the first 6 months of 1950 it moved 48 truckloads of 
canned goods. * * * During the first 3 months of 1951, Peninsula moved only 
35 truckloads of canned goods to southern points, or an average of 8 truckloads 
a week, of which 80 percent moved in company-owned equipment. In the reverse 
direction it allegedly handled fruits and agricultural commodities exempt from 
the certificate requirements of the act, but the details of such movements, such 
as the tonnage handled and points served, are not disclosed by the record. * * * 
No concrete evidence was presented concerning the other commodities authorized 
to be transported under its certificate, such as fertilizer, lime, coal, seafood, 
sugar, lubricating oil, and household goods * * *,67 


In view of these limited operations and the fact that “no shippers 
appeared to testify as to the need for the additional service now being 
afforded them or as to the need for the additional service proposed 
by Motor Lines,” ® the Commission concluded : 


As shown, except for the transportation of canned goods south, and an unde- 
termined volume of agricultural commodities north, applicants have failed en- 
tirely in mecting their burden of proof showing that Peninsula has been actively 
operating under its authority. Even as to transportation under its canned 
goods rights, the operations of Peninsula are shown to have been limited to 
serving a relatively few points out of a rather large origin territory to certain 
specified points in a much larger destination territory. With respect to agri- 
cultural commodities, no specific evidence was adduced as to the volume and 
points served, and as to the movement of the other diversified commodities 
authorized to be transported under the certificates, evidence is completely lack- 
ing. The conclusion is warranted that Peninsula has not been a reai competitive 
factor as an operator under its rights, whereas Motor Lines with its larger or- 
ganization, pool of equipment, and recognized ability to secure traffic, would 
afford keen competition within an area where no need has been shown for its 
service. In the absence of a showing of a need for its service, or a showing that 
the service of existing motor carriers is inadequate, we are of the opinion it 
would not be consistent with the public interest or with the views expressed in 
the cases just cited to approve the application. * * * 

In our opinion, ample opportunity has been afforded for applicants to present 
their evidence, and the petition for further hearing accordingly will be denied.” 


Eight months later, however, the Commission decided to reopen the 
proceedings and found sufficient grounds to rationalize a reversal of 
its decision. Five shipper w itnesses, four of which had used vendor's 


® Wutkins Motor Lines is under common control with Georgia-Florida Motor Express 
(total revenues in 1955 of $953,277) which is authorized to transport general commodities 
between Atlanta and Jacksonville, specified commodities from Cincinnati to points in 
Georgia’and Florida, fresh and frozen vegetables from Florida and Georgia to Cincinnati, 
and canned goods from Chicago to Albany, Ga 

®% Watkins Motor Lines—Purchase—Peninsula, 58 M. C. C. 355, at 362-363, decided 
April 25, 1952; emphasis added. 

6 Id., at 364. 

® Ibid. ; emphasis added. 
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former service, appeared to support the application. The Commis- 
sion (with Commissioner Mitchell not participating) decided to be 
more generous on the dormancy issue. It now explained that— 


where the selling carrier’s rights cover limited commodities, some of which, such 
as canned goods, move in volume only during certain seasons, it is likely that 
the history of operations thereunder will disclose an uneven flow of traffic. The 
irregular-route special-commodity rights of vendor fall in this category and 
it has, in our opinion, established that it rendered a bona fide service under 
the canned-goods portion of its authority on a scale commensurate with its 
financial resources, equipment, and the traffic tendered for transportation.” 
The Commission then concluded: 

As in numerous cases arising under section 5, the likely result of a substantial 

carrier taking over operations of a smaller one will be the diversion of some 
traffic from other carriers; but this record as supplemented by the opposing car- 
riers at the further hearing does not warrant a finding that the competitive 
effect of vendee’s operations in transporting canned goods will impair seriously 
the services or revenues of competing carriers. In our opinion, vendee has 
demonstrated its ability to transport that commodity in a manner which would 
be definitely beneficial not only to the shippers supporting the application and 
other shippers, but also to its own operations in the handling of commodities 
in equipment which otherwise would probably move empty on return to the south 
from northeastern delivery points.” 
Note here the solicitude for applicant and his need to balance north- 
south operations. Note the lack of concern for existing carriers who 
have expended time and energy and resources to develop the territory 
and who have the facilities to provide adequate service to the public. 
Note the contrast between the Commission’s policy orientation in this 
case and cases involving carriers one-tenth the size of Watkins Motor 
Lines. 

MC-F-4913.—In this case, Sims (total operating revenues in 1955 of 
$4,078,887), primarily a carrier of iron and steel articles and stone, 
sought to acquire the rights of a general commodity carrier operating 
between certain Indiana counties, on the one hand, and, on the other, 
Burlington and Davenport, Iowa; Louisville and Paducah, Ky.; St. 
Louis, and points in Michigan, Illinois, and Ohio. Sims interchanged 
truckload traffic with vendor at Indianapolis. 

Though dormancy was only a subsidiary issue in this case, we report 
the Commission’s decision for the sake of completeness. On dormancy, 
the Commission ruled that— 


Vendor had not served Paducah, Burlington, and Davenport for more than 2 
years prior to the initial hearing. No evidence was submitted showing a need for 
vendee’s service to those points. Under the circumstances, and following like 
action taken in similar cases, our findings will be conditioned to require that * * * 
the operating rights acquired by vendee from vendor shall be modified by the 
elimination of the right to serve those three points.” 


On the more important question of the carrier’s fitness, the Com- 
mission found that, in February 1950, Sims— 


was fined $750 in the United States District Court for the Southern District of 
Indiana following the entry of a plea of guilty to an information containing 2: 
counts alleging violations of our motor-carrier safety regulations.” 


7 Watkins Motor Lines, Inc.—Purchase—Peninsula, 10 Fed. Car. Cases 228, at 229, 
decided December 22, 1953. 

™ Ibid. ; emphasis added. 

72 Sims Motor Transport Lines—Purchase—Star Freight, Inc., 60 M. C. C. 141, at p. 147, 
decided April 13, 1954. 

™31d., at p. 144. 
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The Commission also found that— 


Sims was indicted in the United States district court, in July 1951, together with 
Schultz, on three counts charging (1) the making, forging, and counterfeiting 
of a bill of lading, (2) the uttering and publishing of a false bill of lading, and 
(3) the negotiating of a fraudulent bill of lading.” 

Though the charges against Sims were later dismissed on motion of the 
Government, Schultz “pleaded nolo contendere and was sentenced for 
negotiating a fraudulent bill of lading. 

The Commission concluded that, since Sims has evidenced a desire 
to comply with the Commission’s safety rules and other requiremen its, 
he is fit to acquire the properties here in question. Commissioner 
Mitchell, however, dissented, pointing out that Sims had been fined for 
a violation of ss fety regulations and that— 
the signing of the bill of lading in blank by Sims without receiving any cargo 
shows a lack of fitness to acquire additional motor carrier authority. The mere 
fact that the indictment was dismissed as against Sims does not establish his 
fitness and should not be taken into consideration in this case. (See Detroit € C. 
Nav. Co.—Control—Denver-Chicago Trucking, 58 M. C. C. 599.) It was Sims’ 
action in signing a blank bill of lading that resulted in innocent people losing 
money, and I would deny the application.” 

What an interesting contrast between the decision and the Commis- 
sion’s holding in other cases involving the violation of safety and 
other regulations by smaller carriers.” 

MC-F-4978 and MC-F-5100.—In these pr ceedings, Howard Van 
Lines (total operating revenues in 1955 of $4,085,218), a common car- 
rier of bOiKON | coods i in 29 States and the District of Columbia as 
well as the holder of radial household goods r ights in the New England 
States (exclusive of Maine), sought to extend its operations into and 
out of the Pacific Northwest. Howard proposed to purchase that por- 
tion of the McHugo rights authorizing transportation between points 
in Idaho, Montana, Oregon, and Washington, on the one hand, and 
California, Nev: ada, and Utah, on the other (MC-F-4978). Howard 
also proposed to buy all of the Campbell rights authorizing trans- 
portation between points in Utah and points in Colorado (MC-F- 
5100). Howard considered these acquisitions necessary in order to 
sete his shippers with a continuous through service between the 
Pacific Northwest and points in the Eastern, Midwestern, and South- 
ern sections of the United States. Howard hoped to avoid the neces- 
sity for interlining—with the resultant delays and the divided re- 
sponsibility characterizing his current mode of oper: ations. 

After extensive hearings at which 11 motor carriers and the Com- 
mission’s Bureau of Law “opposed the applications, hearing examiner 
Edward L. Boisseree recommended that the applications “be denied. 
Agreeing with the examiner, the Commission found that— 

A review of the record clearly shows that prior to January 1951, when the 
purchase agreements were executed, both the vendors had provided an ex- 
tremely limited service under the considered operating authorities. McHugo 
admits that for some period prior to that time it had limited its operations 
between the Pacific Northwest States and California to an infrequent or oc- 
casional service. There is no evidence that Campbell has ever performed any 
operations between Utah and Colorado * * * 


The Commission in numerous proceedings has concluded that where the facts 
show limited operations by a selling carrier under its rights and the need for 


™Td., at p. 146. 
%Id., at p. 149. 
7% See e. g., note 34. p. 276. 





foe 


ak a, te tet Me beet os Gt 06 





ae 


| ae et | 


a P we 











out of the Pacific Northwest via the combined services of McHugo and 






TRUCKING MERGERS AND CONCENTRATION 291 


service thereunder by a proposed purchaser is challenged, it is incumbent upon 
the applicants to show the traffic needs in the territory covered by the operating 
rights proposed to be acquired and the nature and the scope of the service which 
‘has been rendered * * * 

There can be no question that approval of the instant applications would result 
in the entry of a carrier into the Pacific Northwest States and Utah which 
would conduct an operation and service that little resembles that previously 
-conducted by vendors. * * * There was no serious attempt by the applicants 
to show any public need for the proposed service. In view of the extensive 
service currently available to the considered areas by protestants, it is clear 
that there is no warrant for concluding that additional service is required by 
the shipping public in the territory embraced in the applications.“ 


Accordingly, with Commissioner Mitchell not participating, the Com- 
mission denied both transactions. 

On July 18, 1955, both the McHugo and Campbell proceedings were 
reopened for further hearing, sand: on November 23, 1955, a new 
application (MC-F-6144) was ‘filed under which Howard sought per- 
mission to acquire by merger al/ of the McHugo operating rights. At 
the consolidated hearing on all 3 applications, 17 motor carriers of 
household goods as well as the Commission’s Bureau of Inquiry and 
C ompliance opposed the proposed transactions. In his proposed 
report on further hearing, examiner K. L. Boisseree again recom- 
mended that the Commission deny the applications. This time, how- 
ever, the Commission chose not to follow its examiner and approved 
the appli vations. 

In doing so, the Commission conceded that— 

With the modification that the proposals submitted here provide for a merger 
of McHugo into Howard rather than a purchase by the latter of a substantial 
portion of the former’s operating authority, the issues before us now are identical 
with those considered in the prior report.” 

Nevertheless, the Commission found with respect to the “dormancy” 
of vendors’ service that 





The record at the time of the 1952 hearing indicated almost a complete cessation 
of service prior to 1951, and the subsequent restoration through the use of 
Howard's equipment and the described leasing arrangement. At that time, and 
upon the record presented, the indicated findings were warranted, but the cir- 
cumstances and conditions have changed materially since the prior hearings. 
Evidence now of record indicates that both McHugo and Campbell have been 
and are presently conducting operations within the scope of their operating 
authority. Such operations are not extensive nor do they encompass the full 
territory to which their certificates authorize service, but greater service has 
been rendered than that indicated in the earlier record. To a large extent, the 
maintenance of this service is due to the influence of Howard and its organiza- 
tion, but the fact remains that both of these carriers since 1951 have been 
rendering a service under their certificates, and the indicated findings in the 
prior report must be modified accordingly.” 


This reversal, it should be noted, was based not so much on the pres- 
entation of new evidence as on the Commission’s reevaluation of exist- 
ing evidence. In its original decision (1954), the Commission recog- 
nized that after the execution of the Howard-McHugo agreements in 
January 1951, “a substantial volume of traffic has been moved into and 


7a Howard Van Lines—Purchase (portion)—McHugo ee Co.; Howard Van 
Lines—Purchase—Campbell Transfer and Storage, 60 se he _( 1954), at pp. 66-67. 
For a more complete discussion of these cases, see infra, p pp. 35 

17> Howard Van Lines—Purchase (portion) —McHugo ; eteat Ven Lines—Purchase— 
Campbell; Howard Van Lines—Control and Merger—MecHugo, decided February 26, 1957 
(mimeographed), sheet 22 (emphasis supplied). 
%e Id., at sheets 22-23. 
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Howard.” However, the Commission, at that time, did not regard 
this as evidence of bona fide operations under vendor’s rights, because 
“most, if not all, of the traffic was moved in Howard equi ment under 
lease to McHugo for the service between California and the Pacific 
Northwest.” 7 Yet, in its 1957 decision, the Commission chose to 
regard McHugo’s operations under similar interchange arrangements 
with Howard as evidence of “operations within the scope of [its] 
operating authority” and as evidence that vendor’s rights had not 
become dormant. It is significant that the Commission approved the 
applications herein, despite the contention by its own Bureau of 
Inquiry and Compliance that— 

by virtue of its leasing arrangements with McHugo and the other carriers in- 
dicated herein, its past history of violations with respect to safety regulations, 
its failure to maintain an adequate claim register as required by the Com- 
mission’s regulations, Howard has failed to sustain the burden of showing that 
it is fit to conduct the operation in the manner proposed, and that consequently 
the proposed transactions are not shown to be consistent with the public in- 
terest." 

MC-F-5001.—In this case, Gateway Transportation Co. (total op- 
erating revenues in 1955 of $13,718,000), principally a carrier of gen- 
eral freight over routes radiating westward from Chicago to points 
in Illinois, Iowa, Minnesota, Missouri, and Wisconsin, sought to ac- 
quire the operating rights of Scarpace Freight Lines, Inc. The rights 
to be acquired included routes (a) between Chicago and Detroit via 
Gary and Elkhart; (b) between Adrian, Mich., and the junction of 
United States High yay 112 and Michigan Highway 52; (c) between 
Toledo, Ohio, and Somerset, Mich.; and (d) between Dearborn and 
Pontiac. Since the application w as unopposed, the Commission did 
not consider a public hearing necessary, and on October 24, 1951, 
approved the purchase of the above-described rights for $50 ,000. Said 
the Commission— 

Vendee has experienced considerable difficulty in securing adequate interline 
service at Chicago on traffic originating at points presently served by it, and 
destined to points east of Chicago. It represents that connecting carriers have 
been either unwilling or unable to provide a dependable connecting service, and 
that, as a result, it has been burdened by delays and damage claims. Under 
the unified operations as herein proposed, vendee would eliminate this undesirable 
operating situation and provide the shipping public with an improved and more 
efficient transportation service. It does not appear that approval of the author- 
ity sought herein would materially affect the operations of other carriers in the 
areas involved.™ 

Objections to this report and the accompanying order were filed by 
one motor carrier and by a motor carrier association, with a request 
that the matter be assigned for hearing. Thereupon, on November 
30, 1951, the Commission vacated its previous order and reopened the 
proceedings. After a hearing at which the motor carrier association, 
rail carriers in central territory, and 14 motor carriers opposed the 
application, hearing examiner Thomas J. Patrick recommended ap- 
proval of the transaction. 

The hearing examiner found that— 

Vendor advertises its service in the telephone directory in Detroit, Toledo, 
and Chicago, and handles all shipments tendered for transportation. * * * 
It has been unable to expand its operations because of inadequate capital. * * * 


76160 M. C. C. 66. 

%ée Commission decision, February 26, 1957, op. cit., sheets 21-22. 

7f Gateway Transportation Co.—Purchase—Scarpace, decided October 24, 1951 (mimeo- 
graphed), sheet 3 
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It transports only a small volume of less-truckload traffic to and from Detroit 
and Chicago. It has handled some traffic between Detroit and Toledo via 
Adrian, 140 miles, but it discontinued this service because of the circuity of 
operations, and the prevailing rate."* 

The record discloses that there are from 65 to 80 carriers operating between 
Chicago and Detroit, and a large number between Chicago and Toledo. Pro- 
testants have not been aware of any competition with vendor between those 
points nor have they had any knowledge of its operations. However, 2 of them 
have noticed that vendor has been performing a competitive service for the past 
4 months. 

Protestants contend that * * * that they have had no competition from 
vendor, and that approval would permit a revival of vendor’s operations with- 
out proof of a public need therefor, and would enable vendee to compete with 
them on an equal basis. 

The evidence shows that vendor’s operations have been a competitive factor in 
the area, but that protestants were not aware of it. The operations of vendor 
are and have been substantially active and have not been inactive as contended 
by protestants.“ 


The hearing examiner then concluded that— 


The proposed operation would be a new service to the extent it would enable 
vendee to perform a single-line service on an equal basis with some of the 
protestants. Although additional competition was recently established in the 
area, protestants have been able to conduct profitable operations. * * * In 
practically all cases arising under section 5, the Commission has recognized that 
approval and consummation of the transaction would affect, to some extent, 
existing carriers in the area in the loss of some tonnage and revenue, but not- 
withstanding such possible loss, the applications have been granted where the 
benefits to the shipping public have been shown to outweigh some harm to com- 
peting carriers. The evidence clearly establishes that approval and consumma- 
tion of the proposed transaction would be consistent with the public interest. 
Hence, the examiner recommended that the Commission approve the 
transaction as originally proposed, and permit Gateway to purchase 
all of the Scarpace rights for $50,000. ¥ 

The C ommission, however, reversed the hearing examiner. On 

September 30, 1952, the Commission, on reconsideration of its original 
decision, denied Gateway’ s application. The Commission found that 
all of vendor's rights, except those between Chicago and Detroit had 
become dormant, and that no public need had been shown for their 
revival. The Commission concluded, therefore, that— 
to approve the purchase by vendee of those [Detroit-Chicago] rights only, 
which would require a condition canceling vendor’s authority at intermediate 
points on the route between Detroit and Chicago, and either canceling or leaving 
in vendor operating rights between Dearborn and Pontiac, between Toledo and 
Somerset, and between Clinton and Adrian would materially alter the transac- 
tion and the terms presented to us for consideration. The application, accord- 
ingly, will be denied, without prejudice to the submission by the parties, if they 
so desire, of a revised plan covering the purchase by vendee of those operations 
of vendor which the latter has been consistently conducting.” 
The implication was that, if vendee would confine its application 
to the Detroit-Chicago rights (without intermediate points), and 
reduce the purchase price to be paid for these rights, the Commission 
might approve the transaction. 





7e Gateway Transportation Co.—Purchase—Scarpace, hearing examiner report (mimeo- 
graphed), sheets 3—4. 

76h Td., sheet 13. 

761 Td., sheet 14. 

765 Gateway Transportation Co.—Purchase—Scarpace, — of the Commission on 
Reconsideration, September 30, 1952 (mimeographed), sheet 11 
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In response to a petition by applicants, the proceeding was again 
‘opened for reconsideration, and the Commission again denied the 
application. Said the Commission: 

It would appear from the evidence that when vendee originally agreed to pur- 
chase all of vendor’s operating rights for $50,000, it had expectations of acquiring 
the rights to serve, in addition to Detroit, such important industrial centers as 
Toledo, Pontiac, Elkhart, and South Bend, Ind., and also numerous intermediate 
points on the Chicago-Detroit route. The evidence presented by vendee in justi- 
fication of the payment of $50,000 for all of vendor’s operating rights was pre- 
dicated on serving those points, particularly Toledo. The fact that vendor now 
is willing to have canceled that portion of its operating authority under which 
it has engaged in little or no operations, if it receives $50,000 for its Chicag 
Detroit rights, and that vendee now is willing to pay $50,000 for the Chicago- 
Detroit rights only is, however, no valid argument that we should now approve 
the transaction on the modified basis. Assuming, without deciding, that the 
purchase price of $50,000 for all of vendor’s authority as originally proposed 
would have been reasonable, it cannot now be found that a purchase price of 
$50,000 for only a portion of those rights would also be reasonable.™ 
With Commissioner Mahaffie dissenting, the Commission, therefore, 
concluded that the transaction had “not been shown to be in the public 
interest and that the application accordingly should be denied.” 

This was not the end of the case, however. The proceedings were 
once again reopened, and this time the Commission saw its way clear 
to approve the transaction with a purchase price of $50,000. The 
Commission found, that— 
vendee would recoup the purchase price in slightly more than 6 years. Consid- 
ering the importance of Detroit as an origin and destination point on freight, 
vendee’s ability to conduct the unified operations, the manner in which the pur- 
chase price would be paid, and the benefits to the shipping public which would 
result from the consummation of the transaction, we are of the opinion that the 
purchase price is not excessive.™ 
So, with Chairman Johnson dissenting, and after some notable rever- 
sals, the Commission finally approved the transaction. 

MC-F-5080.—In this case, St. Johnsbury Trucking Co., one of the 
largest carriers in New England (total operating revenues in 1955 of 
$6,893,588), sought to acquire a carrier of general commodities in the 
New England, New York, and New Jersey areas. Vendor had con- 
fined its operations almost exclusively to service between New York 
and Boston, with occasional pickups emanating from Boston, and had 
a preponderance of northbound traffic. St. Johnsbury’s traffic was 
mainly southbound. Under the unified rights, St. Johnsbury hoped 
to achieve a more balanced operation, provide an improved service be- 
tween points in Massachusetts, Rhode Island, and Connecticut, and 
effect operating economies through the elimination of circuitous routes, 
duplicate facilities and unnecessary administrative personnel. Pro- 
testants challenged the transaction, alleging that vendor’s rights had 
become largely dormant and that operations under the unified rights 
would amount to a new service in an area where existing facilities and 
service were adequate. 


7k Gateway Transportation Co.—Purchase—Scarpace, Second Report of the Commission 
on Reconsideration, 59 M. C. C. 288 (1953), at 231. 5 

761 Gateway Transportation Co.—Purchase—Scarpace, Report of the Commission on 
Reconsideration, 60 M. C. C. 162 (1954), at 165. 
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Initially, the Commission denied the application. 
The record clearly shows— 
said the Commission— 


that intense competition exists between motor carriers in New England, and 
that there is more than enough motor carrier service available between points 
in the area south of Boston and Springfield. 


The Commission found that— 


Pxisting carriers are now performing an efficient and adequate service, and 
have sufficient facilities to transport additional as well as existing traffic. The 
operating ratios of the carriers with operations in the 3 separately described 
territories for 1951, with 1 or 2 exceptions range from 92.40 to 104. With the 
practical abandonment by vendor of its operations, except principally between 
New York City and Boston through use of railroad facilities, the traffic available 
for transportation has been efliciently handled by other carriers. This is not 
challenged by shippers, consignees, or applicants. Where, as here, carriers have 
expended their energy and resources in developing facilities to handle all avail- 
able traffic, and the record shows that they are rendering an adequate service, 
they are entitled to protection against the establishment of what would be, for 
all practical purposes, a new service in competition with them. The new 
service here would be one in which vendor has not participated to any appre- 
ciable extent * * *. Moreover, such a service, if authorized, would bear little 
resemblance to the service which vendor formerly rendered alone or in combina- 
tion with other carriers, and the purchase price which would be paid to him 
would have little justification based on his actual past operations as a going 
concern.” 


Up to this point, the Commission’s position was consistent with that 
taken vis-a-vis smaller carriers. But 6 months later the Commission 
reconsidered. In an almost complete reversal, the Commission decided 
to approve the application with a finding that— 


Vendor’s operations were continued without interruption between the New York- 
New Jersey and Boston areas, Providence, and, to some extent, to and from points 
on some of its other routes, on a scale commensurate with its resources and facili- 
ties, from which it derived substantial gross operating revenues. The fact that 
vendee, a more aggressive carrier, would become a more formidable competitor 
in the involved territory by providing a single-line service under the combined 
rights in lieu of the former interline does not, of itself, preclude approval herein. 
The record discloses that most of the carriers have increased their operating 
revenues aud net income since 1948, and it does not appear that they have or 
would lose sufficient traffic as a result of the transaction to affect materially 
their operations. On the record presented, we are convinced that approval 
of the transaction, subject to the conditions hereinafter imposed, would be con- 
sistent with the public interest; that the traffic in the territory is ample to sup- 
port continuation of a part of vendor’s operations as unified with those of vendee, 
as well as the operations of competing carriers; and that operations by vendee 
under the unified rights, to the extent described in the appendix hereto, would 
clearly be to the advantage of the shipping public.” 


Commissioner Mahaffie dissented in these strong words: 


The report of the majority contains no facts in addition to those found in the 
prior report, nor does it point out any error in the prior findings that vendor 
interchanged only a negligible amount of traffic with other carriers at New York 
City, Providence, and Boston, and conducted virtually no operations over the 
remainder of its routes; and that “with the practical abandonment by vendor 
of its operations, except principally between New York City and Boston through 


7 §t. Johnsbury Trucking Company—Purchase—-Hinsch, 59 M. C. C. 419, at pp. 445-446, 
decided July 2, 1953. 
7% 59 M. C. C. 747 (1954), at pp. 758-759. 
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use of railroad facilities, the traffic available for transportation has been effi- 
ciently handled by other carriers.” The majority attach significance to the list 
of shipments in which vendor participated between January 3, 1949, and Decem- 
ber 29, 1951, but this exhibit fails to disclose the weight of the shipments, the 
routes over which they moved, or the extent of the interchange. The limited 
participation by vendor in the movement of these shipments is illustrated by the 
fact that in 1950 its entire expense for drivers and helpers for over-the-road 
operations was $9,765, and the conclusion is warranted that its participation 
consisted principally in pickup and delivery service and in shipping its loaded 
vehicles on the New Haven’s flatcars between Boston and New York. 

In granting this application without finding that there is a public need for 
the service proposed to be rendered by vendee (it is true that the evidence wholly 
fails to support such a finding), the report departs from long-established prece- 
dent in those cases where, as here, the operations to be acquired have been of 
little competitive significance. The record reflects dangerously high operating 
ratios for many of the competing carriers in this area, and they can ill afford to 
divide the available traffic with vendee, whose service, both in character and scope, 
would bear no resemblance to that of vendor.” 


This decision did not end the case, however. On April 5, 1954, the 
Commission reconsidered once again, and modified its previous find- 
ings. While still approving the St. Johnsbury acquisition, the Com- 
mission now decided to declare a portion of vendor’s rights dormant 
and, hence, canceled. Said the Commission : 


A careful review of the record herein now convinces us that the restric- 
tions imposed in the appendix to the prior report authorized operations beyond 
what we believe would be consistent with the public interest. 

In our prior report the grant of authority encompassed primarily two overhead 
operations over regular routes. The first would permit an operation between 
vendee’s existing rights in northern New England, on the one hand, and, on the 
other, points in the involved New York-New Jersey area. The second overhead 
service would enable vendee to operate between its authorized points in northern 
New Engiand, on the one hand, and, on the other, points on vendor’s routes in 
Connecticut and Rhode Island. Reexamination of the record convinces us that 
it does not support a grant of the second overhead service. Vendor’s principal 
operations prior to lease by vendee under temporary authority were ade- 
quately described in our prior report. Little or no service was rendered at 
authorized intermediate points in Connecticut and Rhode Island except to the 
extent that a limited number of points described in our appendix to this report 
were served in connection with operations to or from the New York-New Jersey 
area.” 

So the Commission, having marched up the hill and then down again, 
decided to march up the hill again—at least halfway. __ 

MC-F-5468.—In this case, Adley Express (total operating revenues 
in 1955 of $10,355,604) , a common carrier of general commodities in 8 
Atlantic Coast States and the District of Columbia, sought to acquire 
the rights of a substantial carrier operating principally in region 2. 
Eleven protestants opposed the application, contending that the con- 
sideration to be paid was excessive, that vendor’s North Carolina rights 
were practically dormant, that vendor had not competed for New 
England traffic, that Adley would be inaugurating a new service, that 
protestants were providing an abundant service, and that approval of 
the application would result in a diversion of traffic from protestants. 
The hearing examiner recommended denial of the application, finding, 
among other things, that Adley would be inaugurating a new single- 
line through service between its territory and vendor's, and that no 
need for the new service had been established. 





™Id., at pp. 759-760. 
. 129 (1954), at p. 130. 
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The Commission, however, reversed the hearing examiner and ap- 
proved the application. The Commission conceded that vendor's 
operations to and from points in North Carolina had “been inactive and 
without competitive significance since July 1, 1952” and that vendor’s 
authority to transport certain specified commodities had been little 
used. Hence, the ( ‘ommission canceled these rights as a condition to 
approval. 

The Commission also conceded that— 


It is well settled that the inauguration of a single-line service, without the 
necessity for interchange required under separately conducted operations, con- 
stitutes a new and different service * * *. Where, as here, vendor’s operations 
have been dormant or inactive, in respect of North Carolina, or where applicants 
have not interlined tonnage mutually or with other carriers, as is also true here, 
the burden is theirs to establish by appropriate evidence that the transaction 
proposed would be consistent with the public interest, including a need for the 
unified operations * * *. As seen, vendee discontinued interchanging traffic 
during the early period of the last war, and vendor discontinued interline on 
December 1, 1951. In the meantime, protestants increased the size of their 
fleets, expanded existing terminals and opened new ones, and added employees, 
partly in consequence of the aforementioned developments.” 


In the face of these findings, the Commission was nevertheless 
able to bring itself to approve the transaction. Said the Commission: 


It is apparent that vendee would be a more effective competitor than vendor 
and that it would divert some direct and interline tonnage from protestants, as 
often happens when operations are unified under section 5. But such a de- 
velopment does not necessarily require denial of the application * * *. The 
economy in vendor’s territory is expanding at a progressive rate. Vendee al- 
ready serves such important points therein as New York City and Philadelphia. 
There is no doubt that it would provide the public with a needed service superior 
to that heretofore performed by vendor in conjunction with other carriers, and 
alone, since December 1, 1951. While approval herein undoubtedly would have 
some effect upon the competitive situation among the carriers operating on the 
eastern seaboard (and it is quite probable that operation by vendee under tempo- 
rary authority for more than 2 years already has brought about an adjustment 
and stabilization of the competitive picture), we are not convinced that the 
result would be such as to cause any serious impairment of their operations. 
It is our opinion that there is sufficient traffic available to support the unified 
service by vendee as well as that of competing carriers, and that the public in- 
terest would be served by making available to shippers and consignees the bene- 
fits of the unified service. As hereinbefore stated, our findings will be con- 
ditioned to preclude the right to transport specified commodities and the right to 
transport general commodities to and from all, except three, points in North 


Carolina.” 
Not only are these conclusions diametrically opposed to the findings 
of the hearing examiner, but the policy enunciated stands in marked 
contrast to that imposed in section 5 cases involving smaller carriers. 
MC-h-5587 —In this case, Mid-Continent (total operating reve- 
nues in 1955 of $3,272,710), a carrier operating principally west and 
south of St. Louis, sought to acquire a carrier operating generally 
east and north of St. Louis. Mid-Continent’s regular routes con- 
nected with those of vendor for the eastbound delivery of a number 
of specified commodities at half a dozen midwestern towns and for the 
westbound delivery of general commodities at the same towns. n- 
der the proposed joinder of vendor’s regular route rights with its 
Si Adley Express Company—Purchase—Savage, 11 Fed. Car. Cases © 83,385, decided 


October 10, 1955. 
82 Thid. 
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irregular route radial rights, Mid-Continent would be authorized to: 


operate, for example, between Cleveland and points in Oklahoma, but 
would not be authorized to bridge its regular route rights by operating 
over irregular routes. The Commission approved the transaction. 

One of the major issues in the case was protestants’ contention that 
no operations were conducted between September 11, 1953, when 
vendor went into receivership, until July 26, 1954, when Mid-Conti- 
nent began operations under temporary authority. Protestants 
argued that vendor’s rights had become dormant and should not be 


revitalized through this transaction. The Commission, however, 


found that a lapse of 10% months did not make vendor's rights 
dormant. According to the Commission, the record disclosed— 


that vendor for 1951, 1952, and the first 8 months of 1953, which included the 
period its operations were conducted by the trustee, derived $634,056, $561,392, 
and $258,389, respectively, in gross revenues from its operations. * * * [O]pera- 
tions were continuous until September 11, 1953, when the court directed the 
receiver to discontinue operations in order to conserve the assets of the estate 
of the bankrupt. * * * Following discontinuance of operations as directed by 
the court, efforts were immediately made by applicants to secure authority under 
section 210a (b), so that the operations could be continued by vendee, but they 
were not successful until July 1954. We are of the opinion that the relative 
[sic] short period during which the operations were discontinued, does not alone 
warrant denial of the application nor support a finding that all of vendor’s 


rights had become dormant for this reason. It is admitted, however, that no. 


operations have been conducted by vendor over its route between Chicago and 
Marshall. * * * If the purchase is approved, it will be approved subject to a 
condition providing for the cancellation of this portion of its rights. 


The Commission then turned to the more specific contention that 
vendor—as shown by an exhibit of representative shipments—trans- 
ported only 3 less-than-truckload shipments and 1 truckload ship- 
ment between Indianapolis and Cleveland, and that vendor’s opera- 
tions between Indianapolis and Cincinnati, while somewhat more ex- 
tensive for the periods shown, were nevertheless infrequent and 
sporadic. In rejecting this contention, the Commission stated that— 


Cincinnati and Indianapolis are intermediate points on vendor’s Chicago- 
Cleveland routes and we have found in a number of prior cases that where a 
carrier has been conducting comparatively substantial operations over its entire 
system it is not compelled to submit evidence of operations to and from every 
intermediate point or in connection with all combinations of its routes to show 
that its operations have been of a substantial character and continuous, a)- 
though where operations have not been conducted over a particular route for 
a long period we have required the cancellation of these portions of rights as 
a condition precedent to approval for their transfer. Although vendor did not 
transport a large volume of traffic between Indianapolis and Cleveland and 
between Indianapolis and Akron, there was a substantial volume of traffic moving, 
for example, between Chicago and Ohio points, and the failure of vendor 
to secure a large volume of movement to and from a particular point in the 
same general area does not justify the cancellation of this carrier’s rights to and 
from a particular point or points in the center of the operations as a whole.™ 

Finally, the Commission glossed over the fact—considered impor- 
tant, nay crucial, in other cases—that existing carriers had sufficient 
capacity to handle the demands of shippers. The Commission dis- 
missed protestants’ contention that a stronger and more aggressive 


. . . . . e 
carrier should not be allowed to revitalize the service which vendor 


83 Mid-Continent Freight Lines, Inc.—Purchase—Hanson, 11 Fed. Car. Cases 212, at 
p. 218, decided June 27, 1955. 
%1Id., at pp. 214-215. 
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was authorized to perform under its rights. 
observed that— 


Protestants generally are apprehensive that if the proposed transaction is 
approved and consummated they would lose some of their traffic to vendee * * *. 
The extent to which these carriers claim their operations would be affected is 
speculative and conjectural and in the absence of a showing with some par- 
ticularity how much traffic they would lose or to what degree their operations 
would be harmed, their apprehensions may be accorded little weight in deter- 
mining the issues here presented. It is probably true that the transaction will 
cause (and the operations under the temporary authority no doubt have already 
caused) some readjustments in competitive relations of carriers, and an intensi- 
fication of competition between points in the territory of vendor * * * but we 
are not convinced that any of the protestant carriers would be unable to meet 
the added competition without serious impairment of their existing service.” 


In this case, then, the Commission held that operating rights do not 
become dormant in a 1014 months’ period; that the relevs ant test for 
dormanc y is “comparatively substantial operations” over an “entire 
system” rather than between particular points; that failure to obtain 
a large volume of traflic between given points does not justify the can- 
cellation of rights between those points; and that an intensification 
of competition and the readjustment of competitive relations are 
grounds for denial only where protestants can show with some par- 
tic ularity that the added competition would result in a serious 
impairme nt of their existing service. 

MC-F-5677.—In this case, John C. DeVenne, who controls Cleve- 
land Cattase Co. (total operating revenues in 1955 of $1,122,070), 
which in turn controls the Western Express Co., Toledo Cartage Co., 
and Central Transit Co. (total operating revenues in 1955 of 
$6,102,060, $436,185, and $597,530, respectively), proposed to acquire 
control of the bankrupt Allmen Transfer & Moving Co. Cleveland 
Cartage, Western Express, and Toledo Cartage are common carriers, 
while Central Transit is a contract carrier. Allmen, the company to 
be acquired, held both common and contract carrier rights. 

In recommending denial of the application, hearing examiner 
Hobart C. Clough— 


found that if the transaction were approved and consummated, it would bring 
to five the number of affiliated carriers under the control of DeVenne and mem- 
bers of his family, which result would be directly contrary to this Commission’s 
policy of encouraging corporate simplification, and would be particularly objec- 
tionable here because of the extent to which the carriers under common control 
would hold rights to conduct duplicating operations, in two cases also dual in 
character. 


The Commission simply 





The Commission, in accepting the examiner’s report and denying the 
application, observed that— 


In some cases involving dual operations, we have approved the transactions 
subject to a modification of either the common- or contract-carrier operating 
rights, finding that, with such modifications, the remaining dual operations could 
be sanctioned. Jn the instant case, however, it would seem that such a substan- 
tial revision in the various rights would be necessary as to be impracticable. 
Even if it were possible to approve the dual operations under common control, 
which this record will not support, approval would still not be warranted in view 
of the proposed addition of another corporation to the multiple corporations 
already under common control conducting duplicating operations and providing 
identical services.™ 





S Td., at p. 215. 
sa John C. DeV enne—Control—Allmen, 65 M. C. C. 211 (1955), at p. 215 
sb Td., at p. 218 (italics supplied). 
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Shortly after this decision, the Commission, upon petition of appli- 

cants, agreed to reopen the proceedings for secteastoantiots “upon a 
modified basis” and “on the present record.” And, upon reconsidera- 
tion, the Commission reversed itself and approved the application. 
Said the Commission : 
Prior to the filing of the petition for [vendor’s bankruptcy] reorganization on 


February 16, 1954, vendor had discontinued all service under its operating rights. 
The last service which is rendered, based on evidence submitted, was in the 


-o 


movement of 2 shipments of household goods in October 1953, and 6 shipments of 
machinery in that same month. When the trustee was appointed in February 
1954, he resumed service only in the transportation of cement from Middlebranch 
and Ironton, as a contract carrier. The record fails to warrant approval of the 
transaction with the reinstitution of any of the common-carrier service under 
the operating rights which vendee would purchase, and our findings will be 
conditioned to require that all of such rights shall be canceled. As suggested by 
applicant, a condition will also be imposed canceling all of Central’s operating 
rights, and the authority of Toledo Cartage to serve Middlebranch and [ronton 
as a common carrier of cement.“ 


The Commission then added: 


Under the foregoing modifications of operating authority, the principal question 
remaining results from that fact that vendee would be authorized to transport 
cement as a contract carrier in territory which would be served by both Cleveland 
Cartage and Toledo Cartage as common carriers, and both would be authorized 
to transport cement in this territory, although not from Middlebranch and 
Tronton.™ 
But the Commission dismissed this dual-operations problem, which 
had loomed so large in the previous decision, with the following airy 
comment: 
As to the dual operations in the transportation of this commodity [cement] by 
earriers under common control, we are of the opinion that opportunities for 
discriminatory practices would be slight and that they may properly be found to 
be consistent with the public interest and the national transportation policy. 
On July 23, 1956, after further reconsideration, the Commission 
issued an order further liberalizing its decision approving the acqui- 
sition. This time, it agreed to let vendee retain some of Allmen’s 
common carrier authority, viz. the right to transport commodities, 
which because of their size or weight require special equipment, be- 
tween points in Cuyahoga County, Ohio, and points in New Jersey. 
These were the rights which, among others, the Commission in its 
prior decision had found to be dormant. These were among the rights 
for the reinstitution of which the Commission previously could find no 
warrant in the record. 
Large-carrier applications denied 
MC-F-5107.—In this case, Shein’s Express (total operating rev- 
enues in 1955 of $2,984,907), a common carrier of general freight 
between New York and Philadelphia, Trenton and. Philadelphia, 
Camden and Chester, Bridgeport, N. J., and Wilmington, and Wil- 
mington and Philadelphia, sought to acquire all of vendor’s common- 
carrier-operating rights for $: 50,000. Shein’s Express wanted to buy 
these rights in order to extend its operations in northern New Jersey 
and eastern Pennsylvania. At the hearing, 20 motor common carriers 
of property and class I railroads in eastern territory opposed the 
application. 


*e Tohn C. DeVenne—Control—Allmen, 65 M. C. C. 661 (1956), at pp. 664-665 (italics 
supplied). 

“4 1d., at p. 665. 
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In his proposed report, hearing examiner Levi M. Pettis recom- 
mended denial of the application. The Commission agreed with the 
examiner, primarily because it felt that vendor’s operations had little 
going-concern value and that revitalization of vendor’s service was 
not necessary to meet a public need. Said the Commission: 


* * * it appears that from 30 to 40 percent of vendor’s operating revenues was 
obtained from the lease of its vehicles to C. & R., that vendor also obtained 
revenues from the lease of its equipment to Super Gas Co., and that vendor 
obtained only a very minor portion of its small operating income from operations 
in interstate commerce.’ 

There is no real basis in the instant record for finding that vendor conducted 
active and continuous operations at any time during the past several years, or 
that its operations have been a competitive factor in its irregular-routes territory. 
In the light of the evidence concerning the nature and scope of vendor’s operations 
in the territory involved herein, it appears that the use to which vendee, a strong 
and active carrier, would put the operating authority would bear little resem- 
blance to any service provided by vendor, and that the operation of the unified 
rights by vendee would result in the institution of what would be, in all practical 
effect, new and additional service in competition with existing carriers, rail 
and motor, in an already intensely competitive territory.”* 

The evidence of record does not warrant the belief that vendor has established 
a real going concern.” 

The question is whether the transaction may properly be found to be consistent 
with the public interest. In a determination of that question, it is our duty, in 
the light of the national transportation policy, to consider, among other things, 
the anticipated benefits to the public against any disadvantage which reasonably 
may be expected to oecur. There is no evidence on this record showing that 
service under the unified rights would serve any public need, or that the demands 
of the shipping public are not being met by existing carriers, rail and motor 
* * * The term “public interest,” as used in section 5, clearly embraces the 
interest of competing carriers. Their interest and that of the general public is 
the same in preventing uneconomic transportation. Considering the evidence 
adduced on this record, it appears that approval here would result in service 
above all existing needs.*' 


















And so, with Commissioner Cross not participating, the Commission 
denied the > applic ation. The proceedings were not reopened. 

MC-F-5254.—In this case, Liberty Motor Freight Lines (total 
operating revenues in 1955 of $4,950,820), a common carrier of general 
freight between Chicago, Peoria, Springfield, and St. Louis, on the 
west, and Boston, Providence, New York, Philadelphia, Wilmington, 
and Baltimore, on the east, sought to purchase the rights of a small 
carrier operating between points within 50 miles of Peoria. Appli- 

cants argued that “approval of the application would make possible 
an improved and more expeditious service through elimination of 
unnecessary interchange and duplicate administrative and operating 
functions.” A hearing was held at which several substantial motor 
carriers opposed the transaction. 

In his proposed report, hearing examiner Levi M. Pettis recom- 
mended denial of the application. He found that the evidence of 
record failed to establish a need for the continuance by vendee of 
vendor’s operation; that vendor’s operations prior to the time appli- 
cants entered into negotiations culminating in the proposed purchase 
were largely dormant; that such operations as were conducted by 
vendor were of a Jocal character primarily confined to cartage opera- 










sf Shein’s Express—Purchase (portion) 
(1953), at p. 538. 
sSeTd., at p. 549. 


~Central Jersey Motor Lines, 59 M. C. C. 534 


548-549. 





Si at pp. 
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tions for the most part within the terminal area of Peoria; and. that 
the proposed operations would result in a new service competitive with, 
and detrimental to, the services of existing carriers which are now pro- 
viding an adequate service in the considered area.* 


Concurring with the examiner, the Commission denied the applica- 
tion. Said the Commission : 


While vendor claims that he has been engaged in conducting interstate opera- 
tions for some time, the evidence is clear that practically no interstate operations 
were conducted by him before vendee became interested in purchasing his opera- 
tions, and the limited amount of traffic handled by him subsequent to the begin- 
ning of negotiations for the sale of the operations or shortly prior thereto is 
entitled to little weight in determining the nature and extent of his operations.“™ 

While it is apparent from the evidence that the elimination of interchange at 
Peoria would possibly permit vendee to render a more prompt service between 
points in the East and points in the area, it is also apparent from the record that 
interveners are providing adequate service without delays between the same 
points.™ 

We are of the opinion there would be a material change in the competitive oper- 
ating situation in the area served by vendor and in the extensive territory in 
which vendee conducts operations if it were authorized to provide a through 
service between the Peoria area and eastern points. The resulting operations 
would bear little resemblance to the service presently rendered by vendor, and 
would be equivalent to practically a new service. The evidence is not convincing 
that there is a need for the service which vendee proposes to render under the 
unified operations, or that the service now being provided by interveners aud 
other carriers between the points involved is inadequate.*™ 


Accordingly, the application was denied and proceedings were not 
subsequently reopened. 

MC-F-5291.—In this case, Groendyke Transport (total operating 
revenues in 1955 of $5,756,338), principally a common carrier of 
petroleum and petroleum products in Colorado, Kansas, New Mexico, 
Oklahoma, and Texas, sought to buy the rights of a small carrier 
operating between points in Kansas and 5 points in Nebraska. 
Through the purchase, Groendyke wanted to extend its operations 
to the five points in Nebraska, a State in which it did not hold any 
operating authority. Three motor carriers opposed the application. 
In his proposed report, hearing examiner Fabian C. Cox recommended 
denial of the application, a recommendation in which the Commis- 
sion concurred. ‘The Commission held that vendor’s operating rights 
had become “dormant” and that no need existed for a revival of these 
rights. According to the Commission, vendor’s service— 

* * * consisted entirely of transporting fuel oil and gasoline for one shipper 
to Omaha and of gasoline for another shipper to Table Rock. They have never 
rendered any service to Norfolk, Plattsmouth, or Humboldt. About October 
1951 * * * vendors ceased all operations and sold their equipment to parties 
not here involved. Although one of their shippers still required service to 
Omaha and was willing to continue using vendor’s services, it had other carriers 
available.” 

Observing that protestants opposed the application “on the grounds 
that vendors’ rights have been dormant for more than a year, and that 


J Liberty Motor Freight Lines, Inc-—Purchase—Tumbleson, 59 M. C. C. 581 (1953), 
at p. 590. 
sk Id., at p. 591. 

1 Td., at p. 590. 

sm Td., at p. 592. 

ss. Groendyke Transport, Inc.—Purchase—Foree, Report of the Commission, June 24 
1953 (mimeographed), sheet 3. 
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approval would result in new competition in a highly competitive 
territory,” the Commission stated : 


The principle enunciated in T'ranscon Lines—Purchase—Anderson Motor 
Service Co. (50 M. C. C. 749 and 56 M. C. C. 521), that this Commission will not 
sanction a purchase of dormant regular-route operating rights unless there is 
evidence that the reinstitution of a service thereunder will meet a real need 
also applies to dormant irregular-route rights. Vendors have rendered no service 
whatsoever to three of the points involved * * * and no service to [the other 
two points] from October 1951 to December 5, 1952, the date of the instant hear- 
ing. The shipping public has been without their service, and the other carriers 
have been called upon to transport the available traffic. The only evidence of 
any need for the proposed service adduced by vendee is the unsupported state- 
ment that additional fuel oil would be needed in the Omaha area after October 
1, 1952. The conclusion is warranted that the existing transportation facilities 
in the area are adequately serving the public and that no real need exists for 
the proposed additional service by vendee.*™” 


Accordingly, with Commissioner Mahaffie not participating, the Com- 
mission denied the application. The proceedings were not reopened. 


Authors’ conclusions 


To summarize our findings on the question of dormancy: Of the 
21 dormancy cases under section 5, reported in volumes 10 and 11 of 
Federal Carrier Cases, 13 involved carriers with total operating rev- 
enues in 1955 in excess of 2,500,000, while 8 others dealt with 
smaller carriers. As the preceding content analysis shows, the Com- 
mission approved 10 of the 13 “giant” applications (76.9 percent), 
but only 2 of the 8 applications filed by smaller carriers (25 percent). 
Noteworthy is the fact that, after 1953, the Commission did not deny 
any “giant” applications included in this survey, nor did the Com- 
mission deny any transaction where a “giant” applicant pressed his 
case beyond an initially adverse Commission decision. More impor- 
tant than these quantitative sidelights, however, is the tendency of the 
Commission to impose what appears to be a “double standard” in 
judging the applications of large and small carriers—certainly after 
1953. The record contains ample evidence to indicate that the Com- 
mission has pursued a shifting policy in adjudicating such questions 
as: (a) The extent to which vendor has rendered regular and contin- 
uous service under his rights; (0) the extent to which vendor’s oper- 
ations have been infrequent and sporadic; (¢) whether vendor held 
himself out for traffic to an extent commensurate with his resources 
and facilities; (d@) whether a lapse in service of 6 months, 1014 
months, or a year render operating rights dormant; and (e) whether 
existing carriers should be protected against the revitalization of 
“dormant” rights.°* 


=o Td., at sheets 4—5. 

®P In the original draft of this report only 14 of the 21 dormancy cases, reported in 
vols. 10 and 11 of Federal Carrier Cases, were included. For the sake of completeness, the 
7 remaining cases have now been added to the survey. Of these, 1 involves a small carrier 
application (MC-—F-4792) which had been denied, while 6 involve “giant” applications, of 
which 3 had been approved (MC-—F-4978, MC—F—5100, MC—F—5001) and 3 denied (MC-F- 
5107, MC—F-—5254, MC-F—5291). The inclusion of these seven additional cases does not, 
in the opinion of the authors, vitiate their original conclusion with respect to the Com- 
mission’s policy in dormancy proceedings. 
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5. RAILROAD ENTRY INTO THE TRUCKING INDUSTRY 


Section 5 (2) (b) of the Interstate Commerce Act provides that the 
Commission shall not authorize the acquisition of a motor carrier by a 


railroad or its subsidiary except upon finding— 


that the transaction proposed will be consistent with the public interest and will 


enable such carrier to use service by motor vehicle to public advantage in its 
{rail] operations and will not unduly restrain competition.* 


This provision sets up a clear presumption against unrestricted entry 
by railroads into the motor carrier field. 

The limitations of section 5 (2) (b) reflect a historic and traditional] 
opposition to the common ownership or control over competing media 
of transportation. In the provisions and debates on the Panama Canal 
Act of 1912, for example, Congress showed its determination to keep 
each form of transportation independent of control by carriers with 


which it was in actual or potential competition.*’ 
The proper function of a railroad corporation— 
said the House Committee on Interstate and Foreign Commerce— 


is to operate trains on its tracks, not to occupy the waters with ships in mock 


competition with itself, which in reality operate to the extinction of all genuine 
competition.™ 


In the same vein Congress, in establishing the Inland Waterways 
Corporation, specified that— 


no member of the Board shall be an officer, director, or employee of or sub- 
stantially interested in, any railroad corporation.” 


Congress further directed— 


that the facilities of the corporation shall not be sold or leased (1) to any 
carrier by rail or to any person or company directly or indirectly connected with 
any carrier by rail.” 


Comparable limitations upon ownership or control by competing 
transportation »encies were included in the legislation bringing air 
carriers under Federal regulation,” and legislation affecting freight 
forwarders.” Thus, it is not surprising that Congress decided to safe- 
guard the trucking industry, as it had safeguarded other industries, 
from domination and control by the railroads and other competitive 
transportation media.” Said Congressman Sadowski during debate 
on the Motor Carrier Act: 


I will say in this respect that it is the intent, and it is important to the wel- 
fare and progress of the motor carrier industry, that the acquisition of control 
of the carriers be regulated by the Commission so that the control does not get 
into the hands of other competing forms of transportation, who might use the 
control as a means to strangle, curtail, or hinder progress in highway transporta- 
tion for the benefit of the other competing transportation. 


49 U. S. C., sec. 5 (2) (b). 

8749 U. S. C., sec. 5 (14, 15, 16). 

8 H. Rept. No. 423, 62d Cong., 2d sess., p. 12. 

8 43 Stat. 361, 49 U. S. C., sec. 154. 

% 45 Stat. 978, 49 U.S. C., sec. 153. 

% See. 408 of the Civil Aeronautics Act of 1938, 49 U.S. C., sec. 488. 

*2 Sec. 411 of the Transportation Act of 1940, 49 U. S. C.. see. 1011. 

% This was done notwithstanding the recommendation of the Interstate Commerce Com- 
mission that railroads should be permitted to engage in motor transportation of freight 
on .—— - with independent operators. Coordination of Motor Transportation, 182 
I. C. C. 263, 377. 

% 79 Congressional Record 12206, July 31, 1935. 








TRUCKING MERGERS AND CONCENTRATION 305 


In its early decisions under the Motor Carrier Act of 1935, the Com- 
mission obeyed the clearly enunciated will of Congress. The Commis- 


sion insisted that the motor-carrier service fartished by a railroad or 


an affiliated company— 


be confined to service auxiliary and supplementary to that performed by the * * * 
[railroad] in its rail operations and in territory parallel and adjacent to its rail 
lines. 


In a classic statement, the Commission outlined the policy reasons for 
separation of rail and truck ownership or control : 


While we have no doubt that the railroad could, with the resources at its com- 
mand, expand and improve the partnership service and that, so far as numbers 
are concerned, there is now an ample supply of independent operators in the 
territory for the furnishing of competitive service, we are not convinced that 
the way to maintain for the future healthful competition between rail and truck 
service is to give the railroads free opportunity to go into the kind of truck 
service which is strictly competitive with, rather than auxiliary to, their rail 
operations. The language of section 213,” above quoted, is evidence that Congress 
was not convinced that this should be done. Truck service would not, in our 
judgment, have developed to the extraordinary extent to which it has developed 
if it had been under railroad control. Improvement in the particular service 
now furnished by the partnership might flow from control by the railroad, but 
the question involved is broader than that and concerns the future of truck 
service generally. ‘The financial and soliciting resources of the railroads could 
easily be so used in this field that the development of independent service would 
be greatly hampered and restricted, and with ultimate disadvantage to the public. 


Concerned lest control by the railroads retard the future develop- 
ment of independent truck service, the Commission established clear- 
cut limits to the rail utilization of trucking facilities. Said the Com- 
mission : 


Approved operations are those which are auxiliary or supplementary to train 
service. Except as hereinafter indicated, nonapproved operations are those which 
otherwise compete with the railroad itself, those which compete with an estab- 
lished motor carrier, or which invade to a substantial degree a territory already 
adequately served by another rail carrier. 


To implement this general rule the Commission, whenever it did decide 
to authorize coordinated rail-motor operations, imposed five conditions 
designed to insure that service would remain auxiliary and supple- 
mental to the train service of the railroad : ” 


1. The service to be performed by applicant shall be limited to service which 
is auxiliary to, or supplemental of, rail service * * * 

2. Applicant shall not serve, or interchange traffic at, any point not a station 
on a rail line of the railways. 

3. Shipments transported by applicant shall be limited to those which it re- 
ceives from or delivers to either one of the railways under a through bill of lading 
covering, in addition to movement by applicant, a prior or subsequent movement 
by rail. 

4. All contractual arrangements between applicant and the railways shall be 
reported to us and shall be subject to revision, if and as we find it to be necessary 
in order that such arrangements shall be fair and equitable to the parties. 


coke apeneaee, Truck Lines, Inc.—Control—Barker, 1 M. C. C. 101 (1936), p. 118. 
at p. 11 
* This section later became sec. 5 (2) (b) of the Interstate Commerce poet. 
% Pennsylvania Truck Lines, Inc.—Control—Barker, 5 M. C. C. 9, at p. 
‘san e. g., Kansas City S. Transport Co., Inc., Com. Car. Application, 10 ML. C. C. 231, at 
p. Wd 
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5. Such further specific conditions as we, in the future, may find it necessary 
to impose in order to restrict applicant’s operation to service which is auxiliary 
to, or supplemental of, rail service. 

The consistent imposition of these restrictions—both in application 
proceedings under section 207 and acquisition proceedings under sec- 
tion 213—left no doubt as to how the Commission construed the re- 
quirements of the law. They indicated a clear recognition by the Com- 
mission of its duty to allow railroads to engage in motor-carrier opera- 
tions only where such operations were “auxiliary to, or supplemental 
of, rail service,” and where they did “not unduly restrain competition.” 

Recently, however, the Commission seems to have deviated from the 
statutory standards embodied in section 5 (2) (b), viz, that railroad 
acquisitions of motor carrier rights be approved only (1) where “the 
transaction proposed will be consistent with the public interest,” (2) 
where it will enable the railroad “to use service by motor vehicle to 
public advantage in its operations,” and (3) where it “will not unduly 
restrain competition.” 

The facts of the case * were as follows: Pacific Motor Trucking Co. 
(PMT),a wholly owned truck subsidiary of the Southern Pacific Rail- 
road (So-Pac) and already one of the largest trucking companies in 
the Pacific coast region, proposed to acquire Pacitic Freight Lines 
(PFL), one of the largest, if not the largest independent motor car- 
rier in the same area. PMT operates over routes generally paralleling 
the rail line of So—Pac, extending from E] Paso, Tex., to Portland, 
Oreg., via Los Angeles and San Francisco. Over some routes, the 
service is limited to points which are stations on the lines of So-Pac. 
Between some points PMT may transport only traffic which has a prior 
or subsequent rail haul, and between certain other points it is restricted 
against service between or through specified “key points.” In all, 
PMT operates approximately 1,763 pieces of equipment over a total 
of some 10,967 route-miles, employs 1,369 persons, and had total 
operating revenues in 1955 of $19,886,264. 

PFL is a common carrier of general commodities, principally be- 
tween Los Angeles, on the one hand, and, on the other, Fresno via 
Bakersfield, San Luis Obispo via Santa Barbara, and between Los 
Angeles and Tucson, Ariz., via Indio and Blythe and Wickenburg and 
Phoenix, Ariz. In 1954, PFL was in serious financial condition, de- 
spite its estimated total operating revenues for the year of $10,600,000. 

PMT proposed to buy the operating rights and properties of PFL 
for a total maximum consideration of $3,459,210—divided $2,169,065 
for the rolling equipment, $155,751 for the miscellaneous equipment 
and supplies, $500,000 for the interstate and intrastate operating 
rights, $50,000 for the finders’ commission, and $584,394 for rental of 
terminal properties. According to the president of PMT and the vice 
president of So-Pac, the “primary purpose” of the proposed acquisi- 
tion was to broaden So-Pac’s authority—to remove, through the uni- 
fication, the restrictions in PMT’s authority over those segments of 
its routes which are duplicated by the unrestricted authority of PFL, 





* Pacific Motor Trucking Company—Purchase—Pacific Freight Lines, docket MC-F- 
5783, decided June 4, 1956. 
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and to close the gaps in PMT’s California operations.’ Later in the 
proceedings, however, PMT expressed a willingness to accept a condi- 
tion modifying the rights purchased so as to limit the service to be 
rendered thereunder to that which is auxiliary to, or supplemental of, 
the rail service of So-Pac. including, inter alia, acceptance of key- 
point restrictions, such as those imposed in other rail-motor cases. 
PMT was willing to accept these restrictions without reducing the 
purchase price, despite the fact that it would thereby lose approxi- 
mately 35 percent of PFL’s total operating revenues. 
From the evidence of record, the hearing examiner found that— 


of the 14 terminal properties to be leased by PMT in the transaction only the 1 at 
Los Angeles would be used, as [PMT] has adequate facilities of its own at the 
other points * * * PMT would, therefore, pay $240,000 rental for terminal prop- 
erties it would or could not use. 


Moreover— 


most of 1,521 pieces of rolling equipment to be acquired is in poor condition. 
This, in the opinion of the general manager of PMT, was responsible for the 
unprofitable operations of PFL. He stated that “a lot of it is junk”; and that 
ultimately all of it would be disposed of or retired as not meeting PMT’s 
standard.’ 


In recommending denial of the application, the hearing examiner 
stated : 


Before a proposed transaction under section 5 may be approved, the Commis- 
sion must be able to find, among other things, that the terms and conditions are 
just and reasonable, as any improvident use of its funds by a carrier, regardless 
of its affluence, is detrimental to the general public interest. In the view of the 
examiner, the required finding may not properly be made on this record. The 
payment of $2,169,045 for poor and largely unserviceable rolling equipment is 
excessive. The payment of $240,000 as rental for unneeded terminal properties 
is also clearly unjustified. The record contains no evidence as to the character 
of services actually performed * * * to support the payment of $50,000 for 
finders fees * * *, 

The very liberal consideration to be paid in the transaction might be warranted 
from the standpoint of the purchaser, by removing PFL, one of the largest, 
if not the largest motor carrier in the Pacific coast area, as a formidable com- 
petitor of PMT and its parent railroad, which appears to be the primary objective 
of the proposal. In that connection PMT’s president stated that “if we are 
authorized to purchase the certificates of Pacific Freight Lines and merge them 
with presently owned PMT certificates, * * * we will in effect have removed one 
competitor from the field of competition with other independent trucklines.” 
It is apparent that, at the same time it would eliminate a strong competitor 
of PMT and the railroad. In the opinion of the examiner, this record fails to 
establish that the resulting restraint of competition, in the light of all other 
circumstances of this case, would be consistent with the public interest. As 
already indicated, in view of the extensive duplications, the applicant-vendee 
has no need for a substantial portion of the operating rights to be acquired, 
restricted or unrestricted, as they would add but little to its present authority. 
Yet, the effect would be to deprive the shipping public of an all-motor service 
over the routes, and of all service over certain routes, which service has long 
been continuously provided by PFL both on its own account and as an interchange 
outlet for other independent motor carriers.* 


1 Hearing examiner’s report, sheet 10. 
31d., sheet 14. 
31d., sheets 14-15 ; emphasis supplied. 
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As to the financial distress of the vendors, the examiner considered 
this— 
an insufficient reason, standing alone, to find that the proposed transaction would 
be consistent with the public interest, that the terms and conditions would be 
just and reasonable, and, in effect, that the antitrust laws should be rendered 
inapplicable.‘ 

The solution to vendors’ financial troubles, concluded the examiner, 
seems to be— 

the employment of competent management for PFL, and not, as appears to be the 
case, to engage in a concerted plan to restrain competition and for unjustified 
financial aggrandizement.* 

Notwithstanding the hearing examiner’s forceful recommendation 
for denial, the Commission reached the opposite conclusion and made 
the ultimate statutory finding that the proposed transaction was in 
the public interest. The Commission’s report and order, dated June 4 
1956, was not served until June 26, 1956. Then, without ex plaining 
its reasons for so doing, the Commission, on June 27, 1956, issued 
“corrected” sheets 21 through 25, and sheet 18 of appendix C, instruct- 
ing the parties to substitute the corrected sheets for those served with 
the original report, Since the changes made by virtue of the “cor- 
rected” pages drastically altered the nature of the service authorized, 
the protestants filed a motion for reconsideration of the entire trans- 
action. The protestants called the following inconsistencies between 
“the original” report and the “corrected” report to the Commission’s 
attention: 

(1) In the original report the Commission said, at sheet 21: 

* * * the evidence shows that PFL’s terminals at Bakersfield, Calexio, El 
Centro, Oxnard, Pomona, San Bernardino, San Luis Obispo, and Fresno * * * 
are more efficient than present facilities of PMT at those points and probably 
would be needed in the unified operations. As to PFL’s terminals at San Diego, 
Santa Ana, Santa Maria, Tucson, and Santa Barbara * * * the evidence fails 
to show that such terminals would be needed by PMT in the unified operations. 
‘The proposed lease of those terminals would be an unnecessary and unwarranted 
expense by PMT, not justified by the record * * *. 

In its “corrected” report, by contrast, the Commission simply stated, 
at sheet 21: 

* * * the evidence shows that PFL’s terminals are more efficient than present 
facilities of PMT and would be needed in the unified operations. 

All this in spite of the examiner’s findings with respect to terminals, 
that— 

only the one at Los Angeles would be used, as [PMT] has adequate facilities of 
its own at the other points. 

(2) With respect to the selection of key points the Commission, in 
its original report, stated at sheet 22: 

Furthermore, it appears that such points, other than Santa Barbara, are 
rather small, the population of Harold, Newhall Ranch, and Vernalis apparently 
consisting of less than 300 persons. There is no indication that any of snch 
points have facilities adaptable to the operations proposed under the unified 
rights or that such smaller points have any justified basis for selection as key 


— 


4Id., sheet 15; emphasis supplied. 
5 Ibid. 
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points. Considering that PMT could perform a through operation under the 
key points it proposes, from points in the San Joaquin Valley to points in the 
Imperial Valley, approximating in some instances distances of 600 miles, it is 
apparent that the key points selected by applicants would permit operations 
unrelated to the rail operations of So-Pac, and competitive with its rail operations 
and operations of existing motor carriers. 


In its “corrected” report the Commission apparently did not make 
an effort to determine, to its own satisfaction, whether the key points 
proposed by PMT indeed restricted motor service to that which is 
truly auxiliary to, and supplemental of, train service. Instead, the 
Commission apparently accepted the mere say-so of the applicants 
and shifted the burden of proof to the protestants, stating at sheet 23 
of the “corrected” report : 

Protestants, although arguing that the key points proposed would permit PMT 
to engage in excessive long-haul operations not related to the rail operations of 
So-Paec and competitive with its rail operations and operations of existing motor 
carriers, have submitted no satisfactory evidence which would warrant consid- 
eration of other points as key points applicable to the consolidated operations. 

In so finding the Commission did not, as is customary, require the se- 
lection of key points which are break- bulk and consolidation points on 
the lines of the parent railroad. It thus shrugged off its responsibility 
to restrict the motor carrier subsidiary of a railroad to bona fide auxil- 
iary and supplemental service. It did not take pains to restrict the 
authorized service to that which would enable the railroad simply to 
improve its train service. The Commission thus opened the way for 
a railroad to perform substantially unrestricted motor carrier service 
in competition with independent motor carriers and the railroad itself. 
At the very least, the Commission sanctioned the elimination by a 
railroad of one of the most powerful independent motor carrier com- 
petitors in its geographical region. 


Authors’ conclusions 


The Pacific Motor Trucking case may be prophetic. It may fore- 
shadow a reversal of Commission policy and a defiance of the will of 
Congress. Involved here is the basic question of the proper relation- 
ship between railroads and trucks. Are these competing modes of 
transportation to preserve freedom from common ownership and 
control which has existed in the past? Or, is the independent motor 

carrier industry envisioned by the national transportation policy and 
the Interstate Commerce Act to be supplanted, through Commission 
fiat, by a fully integrated transportation service under the control and 
domination of the railroads and their wholly owned subsidiaries? ® 


6. MERGERS, CARRIER SIZE, AND EFFICIENCY 








Any consideration of the merger problem inevitably raises the ques- 
tion of the economic benefits to be derived from integrated opera- 





®*It is noteworthy that the Commission may now be embarking on a new policy with 
respect to application proceedings under sec. 207 of the Interstate Commerce Act. In 
The Rock Island Motor Transit Company, Com. Car. Application, 68 M. C. C. 91, for 
example, the Commission refused to read the restrictions of see. 5 (2) (b) into sec. 207 
of the act, and granted what amounts to unrestricted motor carrier authority to be a 
railroad subsidiary. This case is now pending before the Supreme Court and on the 
decision may well depend the railroads’ ability to invade the trucking industry on a 
substantially unrestricted basis. 
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tions—the possible economies of scale and increased efficiency which 
the public been conditioned to associate with large firms. 

Since the major task of this report is to examine the Commission’s 
merger policy and to determine the structural changes it has brought 
about, we have not made an independent study of cost-size relation- 
ships. However, we do have the benefit of some recently published 
evidence which casts serious doubt on the Commission’s easy assump- 
tion that increased size means greater efficiency. Let us examine, 
therefore, the latest evidence on the relation between carrier size and 
efficiency. 

The Roberts article 

One positive stand on the issue of size is contained in a recent article 
by Prof. Merrill J. Roberts.’ There he attempts to trace the cost 
patterns of carriers classed as “large” (over $1 million tangible assets), 
“medium” ($350,000 to $1 million tangible assets), and “small” (un- 
der $350,000 tangible assets). His sample covers 114 class I carriers 
of general commodities, all operating within the Central Region. 
Study of this sample leads Roberts to the following major conclusions: 

(1) The data provide no basis for the assumption that expansion 
per se would reduce costs. Cost reductions might come from more 
intensive use of routes, or increases in average hauls, but these are 
limited possibilities. In Professor Roberts’ words: 

* * * a case for economy may generally be made in certificate extensions 
which broaden commodity authority or eliminate restrictions on service to in- 
termediate and off-line points and thereby permit fuller route utilization. Ca- 
pacity cost reductions may also arise from commodity or route extensions which 
contribute to a longer average haul, but route additions which simply entail 


trafiic increments with the same general haul pattern are not apt to bear much 
economy fruit.§ 


Put in somewhat different fashion— 


* * * there is little prospect for economy unless the firm is fairly small with 
high costs and a low route utilization-average haul cross product. In the ab- 
sence of such specific showings, it is appropriate to base decisions on considera- 
tions other than economy.® 
The “other considerations” he mentions would include service improve- 
ment and the desirability of additional competition. 

(2) There is no strong link between carrier size and financial 
strength. While financial strength is a difficult concept to reduce to 
quantitative terms, Professor Roberts used operating ratios as a 
measure of such strength. Again, in his words: 


The evidence strongly indicates that there is no close association between finan- 
cial weakness and size. Accordingly, there is little prospect for curing the weak 


™ Merrill J. Roberts, Some Aspects of Motor Carrier Costs: Firm Size, Efficiency, and 
Financial Health, Land Economics, vol. XXXII, No. 3 (August 1956), pp. 228 ff. For 
further discussion of the data on which the Roberts article rests, see supplement B, 
om p. 236. 
id. 
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carrier problem through expansions or unifications as such. [However], expan- 
sion for a specific firm which embraces cost-reducing characteristics will clearly 
yield a lower operating ratio with a given level of rates and earnings.’° 

The importance of this finding lies in the fact that the continued 
presence of financially weak carriers provides pressure on the Com- 
mission to keep rates high enough to protect them. 

(3) The cost patterns show that cost reductions require an increase 
in trafiic density or a more favorable operating pattern. While in- 
creases in the average haul are an important way to improve traffic 
patterns, mere extension of routes or additions to mileage are not 
enough to yield economies: 

Although volume increments doubtless are often associated with density 
increases, this is clearly a special case. Large companies in terms of assets, 
operating revenues, and other size indicators, commonly operate more route 
miles than smaller ones. If a firm extends its routes to serve new points, the 
new traffic would not contribute to a density increase on the old routes.” 

If this sample is representative of motor-carrier operations gen- 
erally, it would appear that efficiency and financial health are not 
related to, or dependent upon, carrier size per se. The type of load 
pattern, and the intensity with which it is used, emerge as much more 
significant factors in bringing the desired economies. 

The Commission study 

Another bit of evidence on this general problem is found in a volume 
of statistical data recently issued by the Commission staff.* This 
document does not rank with the Roberts article in analytical stature— 
the accompanying text does little more than describe the data—but it 
does contain material relating to size and operating ratios and offers 
some highly tentative observations. 

These Commission data are divided into “general” and “other” com- 
mon carriers and contract carriers. The carriers in each of these 
categories are arrayed according to their operating ratios, and average 
revenues are calculated for the carriers falling within class intervals 
of 5 percentage points. (See table XVI.) This type of tabular 
presentation links an average annual operating revenue with various 
ranges of operating ratios, or, to put it another way, places some 
measure of firm size beside a measure of firm efficiency. 

Except for the contract carriers, however, there seems no clear 
relation between large annual revenues (large carriers) and low oper- 
ating ratios (efficiency). The text of this staff survey finds some 
support in these figures for the proposition that size of firm contrib- 
utes to a carrier’s strength, but the statements in this regard are 
expressed with strong reservations.“ As examination of table XVI 
will show, any generalizations of this kind are highly dubious, par- 
ticularly in the case of common carriers of other than general freight. 


10 1, at p. 237. 

4 Ibid. 

18 Interstate Commerce Commission, Survey of Class I Motor Carriers of Property, 1939— 
1954 pemesereeeres (Washington, D. C.: Interstate Commerce Commission, 1956). 

18 Td., p. 70. 
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TasLeE XVI.—Distribution of number and average operating revenues of class I 
intercity motor carriers of property, by type of carrier and operating ratio 


classes, 1954 


Carriers | 


Number 








Below 90.50 

90.50 to 95.49 ___ 
95.50 to 100.49. __ 
100.50 to 105.49. ___ 
105.50 and above_- 
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Below 90.50- 

90.50 to 95.49 

95.50 to 100.49 
100.50 to 105.49___- 
105.50 and above__- 


Total....... 


Below 90.50__ 
90.50 to 95.49 


MRM Se ot te ee 
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105.50 and above 


Source: Interstate Commerce Commission, Survey of Class I Motor Carriers of Property, 1939-54 
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ontract carriers 
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$2, 492, 826 
3, 286, 573 
1, 942, 431 

994, 104 
1, 198, 463 


2 041, 648 


$968, 085 
1, 334, 407 
1, 784, 175 
1, 004, 523 

423, 404 


1, 387, 059 
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100. 0 


graphed] (Washington, D. C.: Interstate Commerce Commission, 1956), p. 71. 


$2, 430, 422 
1, 429, 564 
R86, 581 
460, 661 
347, 090 


1, 147, 600 


{mimeo- 


There is good reason for such doubts in view of the substantial con- 
centration in the motor carrier industry. A very few firms have large 
oper rating revenues while the vast majority—even among class I 
carriers only—have much lower annual operating revenues. If size 
and efficiency are truly related, one would expect to find very high 
average operating revenues along with the most efficient (lowest) 
operating ratios, because the very largest firms would dominate the 
averages. Further, if this were true, there should be a rapid drop 
in average revenues at higher operating ratios because the large num- 
ber of small carriers would be the only ones represented. 

In fact, however, average operating revenues do not vary widely at 
different operating ratios. This would seem to indicate that large 
and small firms are found at all operating ratios (except, perhaps, at 
the very highest), and this supports the hypothesis that efficiency 1s not 
a simple function of carrier size. 


The New England report 


Another significant cost study was recently published as part of 
a report by the New England Governors’ Committee on Public Trans- 
portation.“ Although the purpose of the report was to focus atten- 


144 New England Governors’ Committee on Public Transportation, Motor Freight Trans- 
port for New England: A Report to the New England Governors’ Conference, Rept. No. 5, 
October 1956. 
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tion on New England’s transportation problems generally, its con- 
clusions on cost behavior are especially relevant. 

The study utilizes data on 102 carriers of general freight domiciled 
in New England and 65 carriers of gener al freight domiciled out- 
side, but operating in New England. A special effort was made to un- 
cover what relation, if any, exists between carrier size (as measured 
in annual revenues) and various measures of unit cost (see tables 
XViIa and XVIb). Coefficients of rank correlation '® were used for 
this purpose, yielding the following major conclusions: 

(1) Carrier size seems to have little effect on the various unit costs. 
Coeflicients of rank correlation between annual revenues and costs per 
vehicle mile, or ton-mile, were below the level of significance, while 
those between annual rev enue and average haul in miles were on the 
border of significance (see tables XVII and XVIla). The lack of 
correlation is so striking that the report emphasizes it in the strongest 
possible terms : 

It is clear for carriers domiciled in and out of New England and operating 
in New England that size of firm ‘bears little relation to operating cost. Conse- 


quently it can hardly be maintained that there are economies of large size avail- 
able in the industry, or a tendency toward monopoly stemming from that cause.* 


TABLE XVIa.—Relationship of annual intercity revenue to other operating data 


{102 carriers of general freight domiciled in New England, 1954] 
Number of | Cost per Cost per | Average Average 
Annual intercity revenue carriers vebicle- | ton-mile haul load 
mile (miles) (tons) 


| 
| 


Up to $249,000 : : $0. 82 | . 15) 81 
> | 
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mo 


$250,000 to $499,000 254 
$500,000 to $749,000 | | ‘ 151 
$750,000 to $999,000 es | in . 08; 178 

ay ¢ P 7 a] .107 160 


~ 
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> 90 ¢ 
WraIQMaowry 


$2'090,001 1 to $9.91 .000..:..... | 10 197 
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Source: New t on nd Governors’ Committee on Public Transportation, Motor Freight Transport for 
New Engla nd: A Report to the New England Governors’ Conference, Report No. 5, October 1956, p. 33. 


TABLE XVIb.—Relationship of annual intercity revenue to other operating data 


{65 carriers of genera! freight domiciled outside New England operating in New England, 1954] 


| 
| Number of| Cost per Cost per Average Average 
Annual intercity revenue | carriers! vehicle- ton-mile haul load 
mile (miles) (tons) 


Up to $249,000 haa ath ss alla Mra thle tt pr Dinca dd 4 $0. 76 $0. 107 83 
$250,000 to $499,000 d-docamentatateeal . 57 . 071 205 
$500,000 to $749,000 2 | . 58 . 062 174 
$750,000 to $999,000 REE em ees . 59 . 059 268 
$1,000,000 to. $1,000,000. ..................- ¢ . 76 . 068 280 
2,000,000 to $9,999,000... . i - 55 . 048 486 
$10,000,000 to $49,999,000. ..... ee} 3 | . 52 . 047 652 


1 The total does not add to 65 because annual intercity revenue was inadvertently omitted for 1 carrier. 


Source: New England Governors’ Committee on Public Transportation, Motor Freight Transport for 
New England, A Report to the New England Governors’ Conference, Rept. No. 5, October 1956, p. 34. 


1% The interpretation of the coefficients was described as follows: “The coefficient of rank 
correlation indicates the tendency of carriers ranking high or low in one series to rank high 
or low in another series. If large carriers are low-cost carriers this tendency will show 
up in a high coefficient of rank correlation. A figure of +1 or —1 represents the maximum 
of direct or inverse correlation. A coefficient of rank correlation below + or —90.5 proba- 
bly indicates a lack of significant relationship between the two series.” Id., p. 3 

1¢7d., p. 35; emphasis in original. 
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TasLe XVII.—Coeficients of rank correlation between annual intercity revenue 
and other operating data 
[102 carriers of general freight domiciled in New England, 1954] 


Annual intercity revenue and— 
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Source: New England Governors’ Committee on Public Transportation, Motor Freight 
Transport for New England: A Report to the New England Governors’ Conference, Rept, 
No. 5, October 1956, p. 34. 


TasL_e XVIla.—Coeficients of rank correlation between annual intercity revenue 
and other operating data 


{65 carriers of general freight domiciled outside New England operating in New England, 


1954] 
Annual intercity revenue and— 
cr ets er rccecenninioanes evesen teint aoaepeteaseringay 0. 27 
I acca nensia nace res aeniersinsivans an alin enlee aan . 44 
I nee .59 


Source: New England Governors’ Committee on Public Transportation, Motor Freight 
Transport for New England: A Report to the New England Governors’ Conference, Rept. 
No. 5, October 1956, p. 34. 


(2) Full utilization of equipment is the key to economy of opera- 
tion, regardless of the size of annual revenues. This corresponds with 
Roberts’ findings, and is traced to the fact that most motor carrier 
costs vary directly with the amount of business handled. If equip- 
ment is used close to capacity—i. e., load factors are high—cost per 
ton-mile declines. 

The data show “invariably” that high costs per ton-mile are asso- 
ciated with low average loads, making load factors of “crucial” im- 
portance in cost reduction. However, nothing was found to indicate 
that this source of economy is available only to the largest carriers, for, 
as the report states: 

There is no cause intrinsic to the highway carrier industry for carriers {to 
have] excess capacity for a protracted period of time. Investment per unit of 
equipment is on the average no more than $25,000, since the basic unit of equip- 
ment has an average life of about 5 years. Adjustments in capacity should 
be made with relative celerity inasmuch as 20 percent wears out each year.” 

(3) High ton-mile costs are associated with short-haul traffic, but 
this reflects lack of competition rather than an absence of cost-reduc- 
ing opportunities. It is this lack of competition—tolerated, if not 
fostered, by the Commission’s regulatory policy—which explains why 
carriers with short average hauls do not increase their load factor 
in order to achieve sharp reductions in ton-mile cost and an increase 
in earnings.*® 

The “one fact” to emerge clearly from the study is that high ton- 
mile costs seem related to short hauls.’® As the length of average haul 
increases, the average loads also seem to increase. This tendency is 
ascribed to competition : 

Low cost per ton-mile, low cost per vehicle-mile, and large average load are 


characteristic of hauls over 300 miles because only under those circumstances can 
a highway carrier survive in competition with the railroads.” 


17 Id., p. 41; emphasis in original. 
%1d., p. 40. 
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Short-haul carriers do not feel the pressure from rail competition, 
and Commission regulation practices minimize or eliminate any rate 
competition from other motor carriers. For this reason, the report 
contends, greater competition would result in higher load factors and 
lower costs for all distances: 

With less regulation of the highway carrier industry, competition would force 
rates to a level at which capacity would tend to be utilized. If rates were such 
that some carriers could not cover costs of operation there would be an exodus 
of firms from the industry, leaving the more efficient. This result does not occur 
under regulation. The Interstate Commerce Commission goes beyond limiting 
the number of firms in the industry to acceptance of responsibility for main- 
taining their financial stability. Since the Commission has no control of 
capacity, it is obliged to maintain a level of rates which will support whatever 
capacity the carriers arrive at.” 


Authors’ conclusions 


Studies such as these, especially the Roberts article and the report 
of the New England Governors’ committee, are doubly significant 
in an evaluation of the Commission’s merger policy. 

First, they indicate that the approval of mergers and the encour- 
agement of economic concentration cannot be justified on grounds of 
increased efficiency and lower transportation costs. At the very least, 
there is nothing to support the belief that ever-increasing size is the 
only way to achieve cost reduction. Such a belief, these studies indi- 
cate, is nothing more than mere assertion—an assumption inappro- 
priate to the facts. 

Second, the foregoing cost studies demonstrate that increased effi- 
ciency seems primarily related to better route utilization rather than 
size. Extension of average mileage seems to bi ing with it an increase 
in average loads and is, therefore, one way to achieve higher load 
factors. Mergers which result in larger average mileage may thus 
be accompanied by cost reduction, but this is not the only way to 
improve load factors. 

Unfortunately, the Commission’s merger policy reflects no under- 
standing of these fundamental propositions. From a reading of its 
decisions, the authors can only conclude that the Commission is 
unaware and ignorant of the true sources of a efficiency. It 
treats this crucial question in a superficial fashion and, for the most 
part, simply seems to assume that increased size means greater effi- 
ciency. Neither the Commision nor its staff has undertaken any com- 
prehensive cost studies to test the economic validity of this assumption. 

The Commission’s approval of “giant” mergers, therefore, may 
result in a reduction of unit costs. If it does so, however, this is an 
incidental byproduct of its merger policy. It is not the outgrowth of 
a conscious, scientific effort to achieve cost reduction and to promote 
operating efficiency. 


21 Ibid. ; emphasis in original. 
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PART III 
THE HOUSEHOLD MOVERS: A CASE STUDY 


1. MERGERS AND CONCENTRATION, 1950-56 





A relatively recent speech by Commissioner Anthony F. Arpaia 
contained this statement: 


I may say that in your field there is more opportunity for equality of competi- 
tion than in any other type of transportation. I have always felt that if Congress 
ever is going to experiment and yield to the argument that competition should 
be allowed free play in transportation, it could very well try out the theory with 
the household-goods movers first.’ 

If this is so, the merger activity among household movers, and its 
portent for the future of competition, assumes crucial significance. 
For, to the extent that mergers are permitted to increase concentration, 
it may become impossible to restore and refashion a competitive indus- 
try structure. 


General size characteristics of household movers 


The importance of the household movers may be expressed in a 
variety of ways. For example, in quantitative terms the best esti- 
mates available from the Commission fix the number of interstate 
motor carriers of all size classes at approximately 18,000 in 1954.? 
The Commission also estimates that in 1954 there were 4,083 certifi- 
cated carriers of household goods.* This means that nearly 1 out of 
4 interstate motor carriers in 1954 was a household mover. 

Unfortunately, the Commission does not process data for class II 
and III carriers, and, aside from crude comparisons such as these, 
all further measurements relate only to class I carriers which—ac- 
cording to the Commission—currently account for about 80 percent of 
all operating revenues. Hence, this limitation in the data may not 
cause any serious distortion.* 

Among class I carriers of 15 specific commodities distinguished by 
the Commission, household movers rank second in terms of operating 
revenues, and third in number of carriers, Even so, they comprised 





















1 Speech delivered by Commissioner Anthony F. Arpaia before the 18th Annual Conven- 
tion of Independent Movers’ & Warehousemen’s Association, Inc., March 11, 1953. 

2 Typical of such estimates is the figure of 18,160 class I, II, and III motor carriers in 
1954. This is based on a sampling of annual reports submitted to the Commission by all 
carriers, and appears in the hearing record compiled by this committee. U. S. Congress, 
Senate, ICC Administration of the Motor Carrier Act, hearings before Select Committee 
on Small Business, U. S. Senate, 84th Cong., Ist sess., November 30, December 1 and 2, 
195 55 (Washington: Government Printing Office, 1956), p. 333. 

3 North American Van Lines, Inc.—Investigation of Control, 60 M. C. C. 701 (1955), 
at p. 756. 

fre Commission estimated that class I carriers earned 79.6 percent of all operatin 
revenues in 1953. Interstate Commerce Commission, Statistics of Motor Carriers, 195 
(Washington: Government Printing Office, 1955), p. 2. A special estimate made for the 
hearings of this committee raised this to 80.8 percent for 1954. U. 8S. Congress, Senate, 
op. cit., p. 333. 
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only 4.5 percent of all class I common motor carriers, and earned only 
5.1 percent of all class I operating revenues in 1955. The number of 
household movers earning revenues large enough to qualify as class I 
carriers increased from 62 in 1950 to 108 in 1955; ; the number of movers 
grossing more than $1 million annually rose from 16 in 1950 to 30 in 
1955. (See tables IV and XVIII.) 

Despite the growth in the number of class I movers, and in their 
average size, the typical household goods mover is a small business. 
Table XVIII lists the class I carriers of household goods reported 
by the Commission for 1955. It also shows their operating revenues 
for 1955 and 1950 (when available). Some carriers show substantial 
operating revenues, but more than half earned less than $500,000 in 
1955. Judged by the standards of the Small Business Act of 1953 
(which defines a trucking or warehousing firm as “small” if its annual 
receipts are $2 million or less)* an overwhelming majority (84. 3 per- 
cent) of all class I household goods c arriers may be considered “small” 
business. Only 17 carriers qualify as “large” by virtue of annual op- 
erating revenues in excess of this $2 million figure. 


Market shares and degrees of concentration 

In a merger study of this kind great importance attaches to the 
effect of mergers on the degree of concentration in the industry. 
Tables XTX through XXIII focus attention on the structure of the 
industry and indicate the direction of structural changes in recent 
years.© At least six specific observations may be drawn from these 
data: 


TasLe XVIII.—Total operating revenues, class I common carriers of household 
goods, 1955 and 1950 














| 
Rank Company |Region?) 1955 revenues | 1950 revenues 
1b AO Wats Bile, Tania is sg ad stn coe -cncnce édeces 3 | $35, 595, 525 $18, 130, 635 
So. Aero Beepeewer Tremee CO... .. 2... 3 28, 312, 851 | 13, 333, 539 
3 | North American Van Lines, Inc_....._.-.. z 3 23, 019, 536 7, 352, 361 
4 | United Van Lines, Inc-_----__-- . 6 14, 280, 294 4, 481, 608 
5 | Bekins’ Van & Storage Co. (California) - - 3 9 7, 136, 361 3, 792, 897 
6 | National Van Lines, Inc-_--_-_-~--- po Ldas eres 3 | 5, 907, 070 | 2, 454, 342 
7 | American Red Ball Transit Co., Inc_...--------. 3 5, 607, 999 | 1, 880, 301 
8 | Bekins Van Lines Co...........--- tii. Stel Wo at s 5, 087, 853 | 2, 917, 923 
eee ie 3 5, 031, 662 4, 013, 984 
10 | Howard Van Lines, Inc. ___....---.---- Sak ehaeeRe Nee 7 4, 085, 218 1, 371, 699 
11 | Atlas Van Lines, Inc._-_.-......_----- aie ohh = cheese 3 4, 005, 835 2, 620, 977 
12 | Republic Van & Storage Co-_.__--.--...---.---- piiains 9 3, 464, 617 | 1, 053, 799 
13 20mm F . Ivory Btermpa, Ine. 2... 22s oi -c-. 2 sete. 3 | 3, 421, 907 | 1, 655, 154 
a ns la kere ste ape ein 2 3, 235, 497 | 1, 064, 426 


S-) T.yom Ven TAmes; ic... 25. ...2..-22.---.-1-- vy siae ( 2, 735, 689 | 1, 696, 446 











pt ee we We TW I0D... ns ooo oon bw on ce aca ee 4 2, 545, 316 | 1, 411, 197 
ee Pe ee cc meensene 3 2, 028, 265 2 $11, 723 
ee ee, ee csc oncganate s 9 1, 614, 785 (8) 
19 | Santini Bros., Inc___--_--- SEES eee Jenene Shale St 2 1, 576, 606 993, 707 
20 | Atlas Van Service... _.-...-.-.-.----- 9 | 1, 553, 865 (3) 
21 | Von Der Ahe Van Lines, Inc_- 6 | 1, 384, 624 | (Q) 
22 | Lyon Van & Storage Co-_-_-__-_- Fee ead eee ca aee 9 1, 372, 939 | 978, 178 
23 | Trans-American Van Service, Bagel. 235 as, _.| 3 1, 361, 603 | 603, 306 
24 | Paul Arpin Van Lines, Inc_- e4 1 1, 247, 699 | (3) 
25 | Ford Van Lines, Inc. - ,...--.,.+.:------- 6 | 1, 197, 369 | 699, 865 
26 | Stevens Van Lines. _.._________. é .-| 3 | 1, 146, 502 | 278, 970 
27 | Delcher Bros. Storage oe a 4 1, 143, 507 | 270, 772 
28 | B. & H. Transfer & Storage Co-_- 9 1, 086, 276 (3) 
29 | Weather Bros. Transfer Co., Inc_- ue 4 | 1, 070, 551 263, 366 
30°| Allied Pittsburgh Warehouse & Van Co..-.- ut --| 2 | 1, 041, 142 | (3) 
31 | Martin Van Lines, Inc-_-___- g.. 9 | 997, 092 | (3) 
32 | Security Storage & Van Co., Inc. 7 | 897, 006 | (3) 


See footnotes ac end of table. 





5 67 Stat. 234, sec. 103.4 (f). 
6A statement of definitions and assumptions used to interpret the data presented in this 
study is given in supplement A. 
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TABLE XVIII.—Total operating revenues, class I common carriers of household 
goods, 1955 and 1950—Continued 


Region! 1955 revenues | 1950 revenues 


Airline Vans-..- 
Bekins Moving & Storage Co. (W ashington) 
Fernstrom Storage & Van Co., Inc 
Kings Van & Storage, Inc. 
Richardson Transfer & Storage Co- 
Bekins Van & Storage Co., Inc, (Texas) 
Beverly Hills Transfer & Storage Co 
Pyramid Van Lines, Inc_- 
Engel Bros., Inc. - 
U. C. Express & Storage Co.. 
Overland Movi ing Co... 
Brooks Transfer & Storage Co., Inc_ tei 
Bekins Moving & Storage Co. ‘(Oregon)_..--- oes 
Hunt Transfer Co., Inc. _- 
Moflerup Van Lines & aad Moving & ‘Storage...-- 
| Central Forwarding, Inc. 
Bader Bros., Inc. 
Fogarty Bros. Transfer, TO tte 
Suddath Moving & Storage Co., Inc. .-. 
Bekins Van & Storage Co. (Colo.)....--..._- 
| Leo Van Lines & Miss. Moving & Storage Co 
Ballard Storage & Transfer Co. - 
Washburn Storage Co 
Atherton Transfer « Storage Co. 
Withers Van Lines 
Continental eeneies & Storage Co. 
United Moving & Storage, Inc 
Smith’s Van & Transport Co., Inc 
| D. W. Dunn Co. 
| Ro cky Ford Moving & Storage...._.__- 
Ferguson Moving & Storage, Co... 2-2. enncenvccccnccccce 
| Sofia Bros., Inc. ‘ 
Alpha Van L ines, ‘Ine ; sentbtin ciintevoti maele 
Tucson Warehouse & Transfer. __- 
7 | Brinker as Sons, H. F 
Bekins Van & Storage Co. (Ariz.)__- 
Mills San Transfer & Shanes Co. 
Move-Way Vans, Inc. 
Norman Geipe Van Lines, Inc 
ae Transfer & Storage Cien-- 5 
Jos. A. Mrazek Moving & Storage Co., Inc_. 
Louderback Transport Co 
Henry H. Stevens, Ine_-_-- 
Atlas Moving & Storage Co 
Needles Moving & Storage Co 
Miller North Broad Transit Co. 
Kott Storage & Van Co. 
McHugo Transfer Co., Ine 
O. H. Fr sbie Moving & Storage Co 
Lyon Van & Storage Co. (Wash.)-_--- 
DeWitt Van & Storage ; 
West End Moving & Storage Co., Inc 
5 | Emmerson Truck & Storage Co st 
5 | Skellet Van & Storage Co. ._...........--- 
Webbs Transfer aaa 
Wm. B. Duffy Cartage Co__-_. 
Abb’s Moving Service. 
Amstadter Storage & V: an Co. . Ine 
| Livernois Moving & Storage Co 
National Moving & Warehouse Corp- ..- 
3 | Whitney Transfer Co- 
( South Atl: antie Bonded Warehouse Cor p.. 
95 | Copey’s Transfer a 
96 | Berger Transfer & Storage, Inc 
97 | Curles Movers : Bata 
98 | MeNaughton Bros “ 
99 | Sullivan Transfer & Storage Co- - 
100 | A. Driemeier Storage & Moving Co 
101 | Shelburne Transfer & Storage Corp- - 
102 | City Transfer & Storage Co 
103 | Syracuse Furniture Finding Co., Ine 
104 | Martin Storage Co., Ine . 
105 | Northern Van Lines, Ine 
106 | Nelson Transfer & Storage Co-_-- 
107 | Terminal Van Lines. -.- , 
108 | Magic City Transfer Storage Co., Inc. Si 
| | 
1 Regional designations: (1) New England; (2) Middle Atlantic; (3) Central; (4) Southern; (5) North- 
western; (6) Midwestern; (7) Southwestern; (8) Rocky Mountain; (9) Pacific. 
3 Data shown are for Clipper Van Lines, Inc,. predecessor to Wheaton Van Lines, Inc. 
3 Not listed as class I carrier in 1950. 


Source: Based on data supplied by the Interstate Commerce Commission, 


$877, 869 $375, 038 
859, 574 567, 214 
834, 075 (3) 

810, 365 635, 085 
790, 443 422, 018 
765, 370 510, 051 
723, 148 (3) 

676, 251 640, 530 
662, 270 337, 854 
657, 585 (3) 

635, 331 431, 692 
626, 218 (3) 

590, 844 Qo 
588, 831 320, 011 
565, 075 385, 195 
533, 807 338, 957 
527, 635 (3) 

521, 218 (3) 

518, 549 390, 747 
499, 289 349, 937 
499, 058 (®) 

497, 742 378, 553 
482, 597 274, 853 
468, 179 354, 043 
457, 609 324, 907 
451, 301 3 

450, 943 434, 878 
443, 449 371, 660 
433, 981 301, 871 
426, 498 (®) 

417, 183 (3) 

413, 050 (3) 

394, 875 (3) 

389, 692 (3) 

384, 653 (3) 

381, 538 (3) 

373, 961 (3) 

365, 875 (3) 

363, 271 (3) 

352, 965 (3) 

348, 998 246, 698 
347, 643 3) 

342, 356 228, 090 
336, 981 (3) 

336, 597 (3) 

336, 146 362, 911 
332, 875 (3) 

328, 131 (3) 

327, 512 (3) 

325, 939 249, 510 
322, 795 (3) 

317, 505 (3) 

314, 780 (3) 

309, 343 | 187, 995 
306, 274 (3) 

305, 108 202, 021 
304, 063 | 3) 

300, 910 (3) 

287, 492 | (3) 

287, 031 204, 194 
282, 637 (3) 

274, 774 (3) 

271, 961 | (3) 

268, 750 | (3) 

261, 915 | (3) 

260, 347 (3) 

254, 367 (3) 

253, 458 (3) 

251, 237 (3) 

247, 851 206, 543 
242, 420 | (3)q 

236, 706 
930, 396 | 
225, 700 | 
224, 142 
167, 296 | 
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TABLE XX.—Concentration ratios—25 largest class I common motor carriers of 
household goods, 1955 and 1950 


Total Percentage Total Percentage 
Number of carriers operating of all class I operating of all class I 
revenues, 1955 |revenues, 1955)revenues, 1950)revenues, 1950 


4 largest 49.06 | $43, 298, 143 
10 largest ! ‘ 64. 99 60, 978, 567 
25 largest 2 j 80. 87 76, 998, 646 
All other class I carriers 3 19. 13 12, 013, 819 


Total, class I carriers 3 100. 00 89, 012, 465 


1 10 largest carriers in 1955 are not identical with the 10 largest carriers in 1950. 
? 25 largest carriers in 1955 are not identical with the 25 largest carriers in 1950. 
’ Carriers included in this total for 1955 are not identical with those included for 1950. 


Source: Based on data supplied by the Interstate Commeree Commission. 


TABLE XXI.—Revenue changes—25 largest class I common carriers of household 
goods, 1950 to 1955 


Percent- 
age in 
Average Average | crease in 
Number of carriers revenue revenue average 
revenues 1950 1955 revenue 
1950 to 
1955 


(1) 


CR, 255. dcdeceiceBtinhoden! $43, 298, 143 133. 75 |$10, 824, 536 |$25, 302, 052 
10 largest ! 60, 978, 567 134, 064, 369 119. 85 6, 097, 857 | 13, 406, 437 
25 largest 2 76, 998, 646 166, 810, 985 116. 64 3, 079, 946 6, 672, 439 
All other class I carriers #........| 12, 013, 819 39, 470, 096 228. 54 324, 698 475, 543 


Total, class I carriers *_...| 89,012,465 | 206, 281, 081 131.74 | 1,435,685 | 1,910,010 


110 largest carriers in 1955 are not identical with the 10 largest carriers in 1950. 
2? 25 largest carriers in 1955 are not identical with the 25 largest carriers in 1950. 
3 Carriers included in this total for 1955 are not identical with those included for 1950. 


Source: Based on data supplied by the Interstate Commerce Commission. 
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TABLE XXIII.—Concentration ratios by region—Class I common carriers of 
household goods, 1955 


Region Total regional | Total operating] Percentage of 
operating reve-| revenues, 2 regional total 
| nues, classI | largest class I | represented by 
Name carriers carriers 2 ae 
ers 


(3) (4) (5) 


—— 
= 9 





New England___._.. ELON Re SS on, wan 2, 336, 166 1, 681, 680 
Middle A tlamtlon. s.2566. eth. sg9 ig. 5 checks 11, 728, 824 4, 812, 103 
Central. ; : . as A 119, 119, 454 63, 908, 376 
Buiter (i992. BAT 10, 116, 612 3, 688, 823 
Northwestern. 2, 275, 785 1, 331, 817 
Midwestern ; : ‘ : | 19, 314, 429 15, 664, 918 
Southwestern _. : ; | 9, 221, 395 4, 982, 224 
ROCKS DUOMO. 6 ocho g enceacd A Bun cde tee 6, 787, 548 5, 723,184 
Pacific. _ ‘i cethasel cub le autiestenihi cada saiiieamd 25, 380, 868 10, 600, 978 


| 
CHIMP ewe - 





#| BESESSSEN 
al eCeoraance 


AB regions, total......<..:....- ata | 206, 281, 081 | 112, 394, 103 


| 


Source: Based on data supplied by the Interstate Commerce Commission. 


(1) With minor exception, the same 10 or 12 firms dominate the 
industry in both 1950 and 1955. Morever, their relative ranking has 
not changed materially over this period. (See tables XIX and 
XXIV). 

(2) The 25 largest household movers received only a slightly smaller 
proportion of total operating revenues in 1955 than they received in 
1950 (80.87 percent in 1955 compared to 86.50 percent in 1950). How- 
ever, as table XX shows, the 4 largest firms increased their share of 
the market over the same period, from 48.64 percent in 1950 to 49.06 
percent in 1955. 

(3) Total revenues earned by class I carriers of household goods 
rose from $89,012,465 in 1950 to $206,281,081 in 1955, an increase of 
131.74 percent. The 4 largest firms increased their total revenues at 
a slightly faster rate, or 133.75 percent. Class I carriers other than 
the 25 largest increased their revenues by the largest percentage of 
all, 228.54 } percent, but there were 46 more carriers to share this sub- 
stantial increase. (See table X XI.) 

(4) The significance of this becomes clear if one computes the per- 
centage changes i in average revenues earned by different groups of 
carriers to determine comparable rates of growth. For example, the 
average revenues of the 4 largest firms “increased 133.75 percent, 
1950-55. Over the same period, the average revenues for all class I 
household goods movers increased by only | 33.04 percent. A similar 
disparity in growth rates appears if one compares the 10 largest firms, 
or the 25 largest firms, with all class I household goods movers. (See 
table XXL) 

(5) When compiled on a regional basis, the data show that the Cen- 
tval Region (region 3) is by far the single most important region. 
Although the number of class I carriers there is only slightly larger 
tiian in “other regions, regional revenues in 1955 exe eeded those of the 
next largest region by $93,738,586. This reflects the fact that the 
Nation’s 3 lar gest carriers are included in region 3 data. (See table 


XXII)? 


7™The Commission has established nine geogra oe regions for administrative purposes. 
To compile regional data, carriers are assigned to 1 of these 9 regions—an assignment 
which is based on the region from which a carrier derives the largest proportion of its 
total operating revenues. 
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(6) Regional concentration ratios show even higher degrees of con- 
centration than the national ratios. The 2 largest carriers control over 
50 percent of the industry in 6 of the 9 regions. (See table X XIII.) 
In the important Central Region the 2 largest carriers control 53.7 

reent of the industry, while the 3 largest control 72.9 percent. Tak- 
ing the 4 largest carriers in each region, the concentration ratios are 
even more impressive—2 regions have only 4 class I carriers; 1 region 
has only 5. 

These observations provide some description of the industry and its 
structure. More important, however, are the conclusions which may 
be drawn from these data. At least two inferences seem reasonable 
and clearcut : 


TaBLE XXIV.—Comparison of relative rank of 25 largest class I common carriers 
of household goods, 1955 and 1950 


25 LARGEST CLASS I CARRIERS, 1955 


Rank 
Name of carrier Name of carrier 


Allied Van Lines, Inc 

Aero Mayflower Trans. Co 

North American Van Lines, Inc. 
United Van Lines, Inc 

Bekins Van & Storage Co 

National Van Lines, Inc 

American Red Ball Transit Co., Inc.- 
Bekins Van Lines, Co 

CG SE, Do ce cnccascecanse 
Howard Van Lines, Inc 

Atlas Van Lines, Inc 

Republic Van & Storage Co 

John F, Ivory Storage, Inc 


Neptune Storage, Inc 

Lyon Van Lines, Inc 
Burnham’s Van Service..._. da guamengl 
Wheaton Van Lines, Inc 
Dean Van Lines, Inc 
Santini Bros., Inc 

Atlas Van Service 

Von der Ahe Van Lines 
Lyon Van & Storage Co 
Trans-American Van Service 
Paul Arpin Van Lines, Inc 
Ford Van Lines, Inc 


— 
SOBNAOAS whe 


oo 
one 





Allied Van Lines, Ine || Burnham’s Van Service 

Aero Mayflower Trans. Co || Howard Van Lines, Inc 

North American Van Lines, Inc Republic Van & Storage Co 

United Van Lines, Ine || Neptune Storage, Inc 

Greyvan Lines, Inc | Santini Bros., Inc 

Bekins Van & Storage Co | Clipper Van Lines, Inc 
Bekins Van Lines Co | || Lyon Van & Storage Co__.........-.- | 
Atlas Van Lines, Inc Ford Van Lines, Inc 

National Van Lines, Inc a || Pyramid Van Lines, Inc 

American Red Ball Transit Co., Inc_- || King’s Van & Storage, Inc_- 

Bekins Van Lines, Inc 

Lyon Van Lines, Inc || Knowles Vans, Inc 

John F. Ivory Storage, Inc__.......-- 


1 Wheaton Van Lines is successor to Clipper Van Lines, Inc., July 20, 1951. 

2 Not listed as class I carrier in 1950. 

3 Knowles Van, Inc. purchased by Dean Van Lines, Inc., Oct. 12, 1954 (60 M. C. C. 527 (1954)). 
4 Not listed as class I carrier in 1950. Incorporated Jan. 12, 1951. 

5 Not listed as class I carrier in 1955. 


Source: Based on data supplied by the Interstate Commerce Commission. 


(1) Carriers of household goods have become highly concen- 
trated—both regionally and nationally. Moreover, the concentration 
ratios are sufficiently high that, under definitions of monopoly de- 


8 Because of the uncertainties which apply to the use of regional data, concentration 
ratios based on the two largest carriers in each region are an attempt to use a conserva- 
tive measure of the probable degree of concentration. These regional results tend to fortify 
the conclusions derived from national data. 
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veloped in other studies, the movers of household goods may be classi- 
fied as “monopolistic.” ® 

(2) The high degree of concentration has remained stable over the 
recent 6-year period for which data are available. This stability is 
misleading, however, because the 4 largest carriers actually in- 
creased their proportionate share of the national market during the 
same period that the number of class I household movers increased 
by 74 percent. If the rate of growth of large and small carriers 
continues to be so strikingly different, concentration will increase. As 
this occurs, the likelihood of effective competition in the industry will 
diminish—unless, of course, the Commssion adopts a policy to reverse 
this trend. 


Changes in relative rank among leading household movers 

Another indication of industry structure is the extent to which 
the relative ranking of firms changes over time, This study is essen- 
tially concerned with the impact of Commission merger policy in 
recent years, and for this purpose an examination of relative rank 
should indicate if the policy has altered, or fortified, the existing 
structure. 

The rank order of the 25 largest firms remained relatively stable 
during 1950-55 (see table XXIV). The top 10 showed the smallest 
turnover. Only one firm (Howard Van Lines) was a newcomer to 
the list—replacing Atlas Van Lines, Inc., which dropped from 8th 
to 11th place. 

Change among the top 25 carriers as a whole was not much greater. 
Only two firms (Von Der Ahe Van Lines and Paul Arpin Van Lines, 
Inc.) are genuine additions to the list in 1955. All other newcomers 
are related in some way to firms included among the top 25 in 1950. 
A 74 percent increase in the number of class I carriers may at first 
seem an indication that entry into the industry is relatively easy. 
The stability in the rank order, however, reveals that the new entrants 
have not seriously challenged the dominant firms. 

On the basis of this evidence, Commission merger policy has ap- 
parently done little to alter the relative position of the industry lead- 
ers. In the face of the large number of mergers during 1950-55, and 
the increase in the number of class I carriers of household goods, one 
can only conclude that the Commission’s policy stretintheed and sup- 
ported the relative standings of the top firms. 


Importance of the agency-principal relationship 

The relationship between agents and their principals is an ex- 
tremely close and important one—one that cannot be neglected in any 
attempt to assess the real market factors present among the house- 
hold movers. The Commission, however, makes no attempt to ac- 
count for this relationship in the data which it collects and prepares 
for publication. For this reason, Commission data undoubtedly 
understate the full degree of concentration which is present. 

As examples of the way in which this relationship is promoted and 
used, eaiaee the following: 


®Cf. Nutter, G. Warren, The Extent of Enterprise Monopoly in the United States, 1899— 
1939 (Chicago: University of Chicago Press, 1951), pp. 35-43. Nutter classifies industries 
as ‘monopolistic’ if the 4 leading firms produce over 50 percent of the total industry out- 
put. Similar definitions have been used elsewhere. 
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(1) The large van lines conduct national advertising campaigns in 

all media, and emphasize the superior service ostensibly available 
through their vast organizations. Agents are strongly urged to tie 
their local advertising into the national campaigns, and to stress 
their agency status in all possible ways. The objective is clearly to 
link the agent and his principal in the mind of the public, and to use 
a national reputation and nationwide facilities to the advantage of the 
local agents.’ 
_ (2) Most van lines rely heavily on equipment leased from local 
agents. Agency contracts usually require that at least one piece of 
equipment bear the coloring and distinctive markings of the princi- 
pal. When not in use by the principal, the equipment is used by the 
agents in the local and interstate operations they are authorized to 
undertake for their own account. The public, however, sees only the 
equipment, not the shipping documents, and the standardization of 
eaespmnent marking further emphasizes the agent-principal rela- 
tionship. 

(3) ior A agents generally have separate identities as firms 
(e. g. corporations, partnerships, or owner-operated businesses), the 

ency agreements restrict their autonomy in many ways. For exam- 
ple, agents are usually required to surrender shipments booked for 
destinations beyond their own authorities; agents lose control over 
their equipment and personnel when leased to the principal; agents 
may not make arrangements affecting shipments, rates, or other 
matters with firms outside the same van line system. With such re- 
strictions, the claim that agents are completely independent, local 
businesses seems hardly valid. 

All motor carriers holding a certificate of public convenience and 
necessity from the Commission file an annual report. This is required 
whether the carrier isan agent ora principal. Agents report the reve- 
nues earned by them in their local and interstate operations for their 
own account. Principals report the revenues earned on shipments 
booked with them by agents or their own branch offices, and on equip- 
ment owned by them or leased from agents. The Commission does 
not consolidate the earnings of agents with the earnings of the 
principals. 

As a result, agents may earn substantial revenues from their own 
interstate operations, and also contribute heavily to the revenues 
earned by the van lines, but the full impact of these combined activities 
would not appear in the data published by the Commission." Because 


10 Examples of this may be found at random in any local telephone directory. The fol- 
lowing are typical: “Aero Mayflower—America’s Finest Nationwide Furniture Movers— 
You can rely on Mayflower for modern vans, trained, courteous drivers, and for expert 
packing and loading. * * * For complete information and free estimate call your local 
agent”; “American Red Ball is a pioneer, nationwide mover with 33 years’ experience, 
Trained, experienced personnel, with the finest in modern moving equipment give your 
valued possessions the fine care they deserve. Selected warehouse agents specializing in 
‘personalized’ service in principal cities, coast-to-coast will aid you with your moving 
problem, without obligation”; ‘United Van Lines—Long Distance Moving in Vans that 
are ‘Sanitized’ for extra protection—an exclusive feature of United Service. Wherever 
you move United has an agent to help you.” 

An example of this division of revenue appears in a description of the operations of 
a typical agent of North American Van Lines, Inc., one of the Nation’s largest van lines: 

“I-Go is regularly ae in the household-goods moving business. A segregated in- 
come statement for the first 6 months of 1950 discloses total income of $94,473, of which 
$26,363 was received from North American. The latter includes $3,745 booking commis- 
sions, $4,790 under permanent lease, $15,178 under temporary lease, $2,624 for accessorial 
services, and $25 other income, presumbaly dividends on North American stock, of which 
I-—Go holds 5 shares. Its other income included $8,740 for interstate hauling of household 
goods, $3,190 for interstate hauling of other freight, $2,383 for intrastate household-goodr 
hauling, $989 from other intrastate freight shipments, $27,092 for local moving, $10,991 
for packing services other than for North American, and $6,022 from all other sources.” 
ores American Van Lines, Inc.—Investigation of Control, 60 M. C. C. 701 (1955), at 
D. ; 
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the van lines and their agents make such strong attempts to show they 
are essentially the same organization, and because agents do not have 
complete freedom to conduct their own affairs in all matters, the Com- 
mission’s failure to consolidate its data to include both principal and 
agency reports prevents recognition of the full competitive impact of 
the van lines. The concentration ratios shown earlier in this study 
must be read with this point in mind. 

The same point may be made with respect to the number of house- 
hold movers holding interstate operating authority from the Com- 
mission. Major van lines often have hundreds of agents (e. g., North 
American has over 1,100 agents, United Van Lines has more than 450 
agents, Atlas Van Lines has over 140 agents). Not all agents hold 
interstate rights, but a large number of them do. If these latter were 
included with their principals, the number of interstate motor carriers 
of household goods for classes I, II, and III would be substantially 
below the figure of 4,083 which the Commission used for 1954. _ 

Moreover, it would be misleading to assume that agency-principal 
relationships are essentially between large principals and very small 
agents. They exist even among the 25 largest carriers of household 
goods as the following examples indicate: 

(1) Bekins Van Lines Co. (ranked eighth in 1955) was the principal 
for Bekins Van & Storage Co. (ranked fifth). It also used Greyvan 
Lines, Inc. (ranked ninth), as an agent. Greyvan, in turn, had 106 
branch offices and 142 agents of its own. 

(2) Atlas Van Lines, Inc. (ranked 11th), was the principal for 
Paul Arpin Van Lines (ranked 24th), and was under common control 
with Atlas Van Service (ranked 20th). 

(3) Agents of United Van Lines, Inc. (ranked 4th), included Nep- 
tune Storage, Inc. (ranked 14th), and Santini Bros. (ranked 19th). 

The relation of companies within the Bekins system provides a 
particularly good example of how published data may obscure im- 
portant market factors. The Bekins Van & Storage Co., fifth larg- 
est household mover in the United States in 1955, does not even appear 
among the class I intercity common carriers of household goods pub- 
lished by the Commission. This omission occurs because Bekins Van 
& Storage earns more than 25 percent of its total operating revenue in 
local service, and therefore is not reported as an “intercity motor 
carrier.” This classification is applied even though Bekins Van & 
Storage earned 50.8 percent of its total operating revenues in intercity 
operations in 1955, and only 41.8 percent in local cartage.’? 

Consideration of all these factors is a strong indication that con- 
centration ratios based on Commission data ohalastate the pervasive 
influence of the national van lines, and that the relatively large num- 
ber of household movers reported is not a true reflection of the num- 
ber of firms actually engaged in competition. 


Commission approval of merger applications 


The Commission record on a applications over the period 1950 
through June 27, 1956, shows small concern over concentration among 


12 American Trucking Association, Inc., Financial and Operating Statistics. Class I Motor 
Carriers of Property, 1955-1954 (Washington, D. C.: American Trucking Associations, 
Inc., 1955), region 9, p. 10. 








328 TRUCKING MERGERS AND CONCENTRATION 


household goods movers. While the mere tabulation and classitica- 
tion of Commission decisions is suggestive only, both the amount of 
merger activity and the likelihood of Commission approval appear 
significantly larger for the major van lines. 

Class I household movers filed 72 applications to merge, pool, or 
lease operating rights during the 6-year period, 14 of which were still 
pending late in 1956. Not only did the large carriers account for a 
major share of these applications, but in addition their merger at- 
tempts show some tendency to increase in recent years. Since “giants” 
in this industry sector are a small proportion of the total number of 
carriers, their successful mergers imply at least continuation of the 
present degree of concentration, if not the prospect of an increase. 


Authors’ conclusions on merger approvals 


The Commission approved 40 of the 58 applications on which it 
made final decisions—slightly more than Sooo toiinds. However, appli- 
cations by the “giant” carriers fared better than this—the Commission 
be cach 89.7 percent of the cases in this na, In only one of the 
6 years did the Commission fail to approve all applications made by 
the “giants.” (See table XXYV.) 

On the other hand, the Commission appears much less willing to 
discern merger benefits in the case of the smaller carriers, for it ap- 
proved less than half their applications. As table XXV shows, their 
experience ranged from no approvals at all in 1950 to complete ap- 
proval in 2 of the years covered. However, in 1 of those 2 years, 1955, 
the Commission handed down only 1 decision, which greatly reduces 
any significance the 100 percent approval may appear to have. 

Thus, the recent merger activity, as summarized in table X XV, 
shows: 

(1) There is nothing that po to a large “wave” of recent 
mergers among the household goods movers, but the number of 
app ications by the largest firms shows some increase in 1954 
and 1955 over previous years. 

(2) The largest household goods carriers have filed more ap- 

lications over the 6-year period than the smaller carriers—this 
Raise the fact that the large carriers are a small proportion of 
the total number of household movers. 

(3) The Commission approved a larger percentage of the 
applications by “giants” than by the other carriers, 

From these three observations it seems reasonable to conclude that 
the recent merger activity, and the Commission’s attitude toward it, 
will probably bring greater concentration in the future. There is 
nothing to warrant a conclusion that Commission policy actively 
seeks to reduce concentration, or even prevent further increase in it. 
The relative ease with which “giants” have merged during the last few 
years stands in marked contrast to the record of their smaller com- 
petitors, and there is no visible sign that this contrast will diminish. 





st: 





TRUCKING MERGERS AND CONCENTRATION 329 


TABLE XXV.—Applications under sec. 5 of the Interstate Commerce Act for per- 
mission to purchase, merge, pool, or lease motor carriers (household goods) 
operating rights and properties, Jan. 1, 1950-June 27, 1956* 











Total Applications by “‘giants’’ 2 Applications by others 
num- sensi ininetadatiimaareelll 
ber of 
Year appli- Ap- | De- |Pend-} Percent 3 Ap- | De- |Pend-| Percent ¢ 
—— Total|/proved| nied | ing japproved | Total|proved| nied | ing | approved 
e 
(1) (2) (3) (4) (5) (6) (7) (8) (9) | (10) | GD (12) 
WM, salto sis 12 5 Os ae 100.0 Rts o es T Ticks 0 
din cinta emetmenas 15 9 6 2 Ghat 66.7 6 4 oe ciesinaes 66.7 
Sees iestasambuccwacs 9 4 Re aensl 2 100. 0 5 1 1 esl 20.0 
Wes lau Suds 8 5 Bis Jud sckls 100. 0 3 MW ocldsalbenabe 100.0 
Bi rnkodséetudbanwd 15 7 Be Tica 2 100.0 8 5 2 1 71.4 
WOOe hs cbeclekeuaceses 10 7 ee 4 100.0 3 O festa 2 100.0 
We Gtadonsecenceiess 3 2 hicpsimeiecedun D hewncaniebed Bits wcmgelewsade Wiki. d- <u 
Total, all years... 72| 39| 26 | 3 | 10} 8a7| 33| | 15 | 4 483 





1 This does not include applications withdrawn. The totals are based on a list furnished by the Inter- 
state Commerce Commission. 


? Carriers with total operating revenue of more than $2,500,000 in 1953. 
+ Col. (4) divided by the sum of cols. (4) and (5). 
* Col. (9) divided by the sum of cols. (9) and (10). 


Source: Compiled from opinions of the Interstate Commerce Commission. 


Lhe impact of protestant carriers 


The frequency with which a few large household-goods carriers ap- 
pear as protestants in section 5 proceedings strikes even the cursory 
reader of Commission opinions. The right of protest is, of course, a 
safeguard for regulated tirms against arbitrary and capricious admin- 
istrative decisions. However, the exercise of this right is an expensive 
process—the cost of representation in prolonged proceedings can 
quickly become prohibitive—and in practice the frequent use of this 
right becomes a luxury which only the largest carriers can afford. Be- 
cause of this, the right of protest has come to be used largely by those 
carriers who, by virtue of size and financial resources, are least likely 
to be harmed by competitive pressures. Their frequent ae as 
protestants suggests that the protests are a coercive and harassing 
weapon which they alone can use readily, and which they can use 
to prevent the growth of competing firms. 

his emerges clearly from a sample study of 27 section 5 proceed- 
ings decided between May 1951 and June 1955. The applicants in 14 
of these cases were “giants” (gross revenues in excess of $2,500,000 in 
1953) ; the applicants in 13 of them were carriers of lesser size. In 
all, a total of 44 carriers intervened as protestants to the applications. 
However, only a few of these carriers intervened frequently; the rest 
appeared only once or twice. Table X XVI shows the typical pattern 
of interventions—35 carriers (out of the total of 44 carriers) inter- 
vened in fewer than 3 proceedings, while only 9 carriers appeared in 
3 or more. 
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TaBLE XXVI.—Frequency of intervention as protestant in 27 sec. 5 
proceedings, 1951-55 








Number of interventions Number of Number of interventions Number of 
carriers carriers 
Bs eR iingih bed poukinsmnnde ae RO NR eo oe. dk ce ender Sas dkamdnnee 5 
el ree en ciwn a ae ee Ne eee 
by oe AR SS a ae 1 hic ot cabinet te tives todoced 44 
ON SR EE a | 2 


1 Includes Independent Movers and Warehousemen’s Association. 
Source: Compiled from opinions of the Interstate Commerce Commission, May 1951 through June 1955, 


As might be expected, this pattern reflects a high degree of concen- 
tration. The 44 protestant carriers intervened a total of 123 times, 
but the 9 carriers who intervened 3 times or more accounted for 81 
interventions—almost two-thirds of the total number of appearances 
in opposition. (See table XX VII.) 

The size of these protestants is revealed by the fact that no less than 
6 of these 9 carriers are among the 10 largest household-goods movers 
in the country; 8 of the 9 carriers are among the 25 1: argest. Only 3 
of the 10 largest movers (United Van Lines, American Red Ball 
Transit Co., and Howard Van Lines) do not appear at all among the 

9 listed firms. Bekins Van & Storage Co. (ranked fifth in 1955) does 
not appear either, but it may be considered represented by its princi- 
pal, Bekins Van Lines, which heads the list. 


TABLE XXVII.—IJnterventions by protestants in 27 sec. 5 proceedings, by name of 
carrier and by size of applicant carrier, 1951-55 




















| Interventions in opposition 
eet te ee ee wal ncn Sohdidaictes 
| } | | 
| | | | Appear- | Appear- 
{Rank| ances as | ances as 
Carriers in | ; Against | Against | Percent | Percent | a percent | a percent 
1955 | Total/“giants” *|“others”’| against | against of all of all 
| |‘*giants’’|‘‘others’’| opinions | protested 
| | | sampled 3) opinions 
| | sampled 
| (1) | (2) | 3) | (5) (6) | (7) (8) 
1. Bekins Van Lines Co_______| 8; 14 3 | 11 | 21.4 | 78.6 | 51.9 93.3 
2. North American Van Lines, | | | 
Ine. _- BSok- . 2a! 3 | 13 | 3 10 23.1 76.9 | 48.1 86.7 
3. National Van Lines, Inc___-- 6/} 12] 3 9 25.0 | 75.0 44.4 80.0 
4. Aero Mayflower ‘l'ransit Co_} wht 3 | 7 30.0 70.0 | 37.0 66.7 
5. Allied Van Lines, Inc-......| 1] 9] 4 | 5 44.4 55.6 | 33.3 | 60.0 
6. Lyon Van Lines, Inc.-...--| 15} 7 | 3 | 4 42.9 57.1 | 25.9 46.7 
7. Greyvan Lines, Inc_--.--- | 9 | 7} 2 5 | 28.6 | 71.4 | 25.9 46.7 
8. Richardson Transfer  & | 
Storage Co-- ae 5 | 1 4 20.0 80.0 | 18.5 | 33.3 
9. Ford Van Lines, Inc........| 25| 4 |-. 4 | i-aat S906 | 14.8 26.7 
10. Total, firms in row | | 
Dy EME ldpasthe) Bil 22 59 27.2 72.8 | ea 
ll Total, all other firms!_|._....| 42 23 | 19 54.8 | 45.2 | < 
12. Total, all firms (sum 
of rows 10 and 11). ——— | 45 78 36. 6 63. 4 





1 Appearances by 35 other carriers. 
3 Gross operating revenues above $2,500,000 in 1953. 
8 Percentage of the total 27 proceedings in the sample. 


Source: Compiled from opinions of the Interstate Commerce Commission, May 1951 through June 1955. 











ino ANON ™N w 


TRUCKING MERGERS AND CONCENTRATION Jol 


The 9 listed firms not only intervened more often than all other 
protestant carriers together, but they intervened more often against 
smaller carriers than against their larger competitors. (Again see 

table X XVI.) Even though the number of opinions involving 

“ole ints” and * ‘other” carriers was about equal, the 9 listed firms inter- 
vened 72.8 percent of the time against small firms, and only 27.2 
percent of the time against “giants.” This does not hold for the. other 
protestant carriers. They divided their interventions against “giants” 
and “others” in roughly equal proportion (54.5 percent and 45.2 per- 
cent, respectively )—almost the same as the division of the proceedings 
themselves between “giants” and “others” (51.9 percent and 48.2 per- 
cent, respectively). 

Furthermore, considering only the protested proceedings, the degree 
of intervention by the nine carriers is very high. Not all applications 
in the sample were protested—although almost half of them were. In 
the 15 cases in which intervenors appeared, 7 i of the 9 listed carriers 
intervened more than 45 percent of the time. The leader in this re- 
spect, Bekins Van Lines, appeared in 14 of the 15 protested pro- 
ceedings. 

This concentration of intervention in a few leading firms is highly 
suggestive, but it tells nothing of the effectiveness of the protests. 
The Commission’s decision in the 27 section 5 proceedings in the 

sample is shown in table XXVIII. The disposition of the cases in 
the s ample is similar to Commission merger decisions gener ally—ap- 
plications by “giant” carriers fared muc h better than similar applica- 
tions by sm: aller carriers. Table XXIX points out a possible reason 
for this fact. 


TABLE XXVIII.—Commission disposition of 27 sec. 5 applications, by size of 
applicant carrier, 1951-55 


| 
Commission decision Total | Giant’’ ** Other” 
carriers 8 carriers 


Application approved scdaseiaiel f | 4 
Application denied _ _- hd atdewe kbwibe a : : 9 


Totals: 27 | 13 


Source: Compiled from opinions of the Interstate Commerce Commission, May 1951 through June 1955. 


The data there deal only with the proceedings which were protested. 
Not only were a majority of the protests directed against the smaller 
carriers, but they seem to have been strikingly successful. Whereas 
the Commission approved more than half the applications in the entire 

sample, it approved only one-third of those in which protestants inter- 
vened. Moreover, “giant” applicants fare better than smaller ones in 
protested cases. Two-thirds of the protested proceedings concerned 
small carrier applicants, and the Commission approved only 20 percent 
of the applications. Only one-third of the protested proceedings con- 
cerned “giant” applicants, but the Commission approved 60 percent of 
these applications. Thus, on two counts, large carriers seem favored— 
(1) A smaller proportion of their applications are protested, 
and 

(2) even when protested, a larger proportion of their applica- 

tions receive Commission approval. 


95504 57 


9° 
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TABLE XXIX.—Commission disposition of 15 sec. 5 proceedings in which 
protestant carriers intervened, 1951-55 














y 
l Commission decision Total “Giant” “Other” 
carriers carriers 

I ne eee ees atheecsecee | 5 | 3 2 

Application denied ---.-__..__-- bite coke ta~ Pi dindonnanneiddestt’ 10 | 2 8 

UE See BID sss 15 | 5 10 








Source: Compiled from opinions of the Interstate Commerce Commission, May 1951 through June 1955. 


Thus, the findings from this study of 27 section 5 proceedings may 
be summarized as follows: 

(1) Most of the interventions in protest in section 5 proceedings are 
made by a very few carriers—largely carriers who are among the 
10 biggest firms in the industry. 

(2) The protests are chiefly directed against applications by smaller 
carriers, rarely against those of “giant” competitors. 

(3) The protests appear to be effective. Not only are more protests 
directed against small carriers, but a larger proportion of protested 
applications are rejected than is true for unprotested applications. 
The combined effect of these factors is that small carrier applicants 
among the household movers have been significantly less successful 
than the dominant firms in the industry. 


Summary and conclusions 

This experience tends to support the hypothesis that a few large 
firms in the industry have the financial power to carry on a continuous 
campaign of protest against their smaller competitors, and that it is 
largely successful in curbing expansion of the smaller carriers by 
merger. This type of “competition” via the administrative process 
may be fully as important as any exercised through the market, al- 
though at first glance it is not as evident as market shares or other 
indicia of power and concentration. A recent speech by Commissioner 
Mitchell also bears out this aspect of interventions in protest: 

There are too many requests for hearing, and when the hearing date is set none 
of the protestants, or only a few, appear * * *. The average hearing is only 
about 4 hours and the transcript about 100 pages. They are not real protests— 
they are delaying actions.” 

From the data and observations presented thus far, the following 
picture of the household-goods movers emerges: 

(1) The important household moving industry has become heavily 
concentrated—more so on a regional than a national basis, but concen- 
trated in both. 

(2) The concentration ratios remain stable over a 6-year period, but 
in reality the larger firms are growing at a much faster rate than the 
smaller. The number of new entrants to class I carrier status has been 
quite large, but their entry has had no discernible impact on the share 
of the market held by the industry leaders—in fact, the share held by 
the 4 largest carriers has increased slightly. 

(3) The rank order of the most important firms, particularly with- r 
in the 25 largest, shows little turnover or substantial change. Com- 





13 Speech of Commissioner Richard F. Mitchell before the 18th international convention 
of the Motor Carrier Lawyers Association, quoted in Transport Topics, May 28, 1956, p. 4. 
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mission merger policies have apparently had little effect in changing 
the relative standing among the industry’s leaders. 

(4) Van-line principals make strong attempts to identify their 
agents as integral parts of a van-line system. Yet, the Commission in 
its published data makes no attempt to present a consolidated and in- 
tegrated picture of van-line operations in this broad, inclusive sense. 
To this extent concentration ratios based on Commission data under- 
state the combined competitive impact of the industry leaders and 
their hundreds of agents. 

(5) The number of merger applications, and Commission approval 
of such applications, shows some slight tendency to increase in recent 
years. The overall picture is that Commission approval of applica- 
tions by large firms has been proportionately greater than its approval 
of applications submitted by small carriers. The pattern of the recent 
past is still incomplete, however, because a substantial number of 
applications is still pending. 

(6) Another facet of the power exercised by the dominant carriers 
in the industry is revealed by the frequency with which they inter- 
vene as protestants in section 5 proceedings. By far the major share 
of this opposition is directed against small carriers, and the Com- 
mission exhibits a strong tendency to reject applications in which such 
protests are raised. 

This overall view indicates either (a) the Commission is unaware 
of the impact of its decisions on the market structure for household 
moving services, or (6) the Commission condones, or is indifferent to, 
the increasing concentration of market and financial power. In either 
case, the direction of drift is clear—it is away from competition. To 
determine the basis for the Commission’s role in this requires a study 
of its opinions in merger applications presented to it. Such an 
Pa eagpaagy of Commission policy is presented in the sections which 

ollow. 


” 


2. THEI. C. C. AND THE “GIANTS”: ALLIED VAN LINES 


Early organization experience 

The largest household mover in the Nation, Allied Van Lines, Inc., 
traces its origins to an early cooperative effort to overcome the so- 
called back-haul problem. This effort began in 1920 when warehouse- 
men drawn from many parts of the country founded an unincorporated 
group known as the National Furniture Warehousemen’s Association 
(the association). In an effort to solve the back-haul problem several 
study committees of the association recommended the establishment of 
a central office which would clear shipping information for association 
members. This arrangement, known as the Intercity Return Load 
Bureau, was put in operation under association auspices in 1924. 
Under it, members notified the bureau of probable dates and destina- 
tions of shipments which they booked. The bureau, in turn, circu- 
lated this information to all other members in the expectation that one 
or more would offer a return load. 

The association tried this information exchange system over a 4-year 
period. It probably represented some improvement over individual 
efforts to obtain return loads, but was still unsatisfactory in many 
respects. Participation in the bureau’s activities was voluntary, and 
cooperation alone was not enough to insure success. The feeling per- 
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sisted that members withheld the most profitable return loads from 
the bureau, and turned over only the least desirable shipments. 

This failure of a voluntary cooperative program led to the dissolu- 
tion of the Return Load Bureau in 1928. To continue its general func- 
tions, the association thereupon organized Allied Van Lines, Inc. 
(Allied) as a nonprofit Delaware corporation and, with the exception 
of directors’ qualifying shares, held all the outstanding common 
stock. The Commission summarized the Allied operation at this time 
as follows: 

Contracts were entered into between Allied, on the one hand, and its hauling 

and nonhauling agents on the other. Under these contracts, among other things, 
hauling agents agreed to register with Allied all shipments moving over 100 miles 
booked by them, haul loads booked by Allied and other nonhauling agents, and 
maintain at least one van bearing Allied’s name, color, and design. Nonhauling 
agents entered into similar contracts but did not agree to transport loads or 
maintain equipment. Uniformity of soliciting, booking, and dispatching was 
assured by issuance of all shipping papers in Allied’s name and pursuant to its 
rules and regulations.“ 
Further conditions stipulated that Allied receive 4 percent of the line- 
haul revenue on shipments booked with it, a monthly fee of $250 for 
insurance brokerage services, and an additional amount up to $500 a 
year for advertising and sales promotion. Allied paid agents a per- 
centage of the line-haul revenue which varied according to ) the type of 
service furnished by the agent. 

The significance of this “development is that the contractual agree- 
ments assured Allied, and therefore members of the association, access 
to long distance shipments originating over the entire country. By 
centralizing both information collection and dispatching functions in 


Allied, members reduced the wastes entailed by empty and idle equip- 
ment. 


Applications under the Motor Carrier Act of 1935 


After passage of the Motor Carrier Act of 1935, no carrier could en- 
gage in interstate commerce without a certificate of public convenience 
and necessity from the Commission. Association members applied 
for individual authority as a matter of “grandfather” right. Contin- 
uation of their coordinated activities through the Allied system also 
required Commission approval, and, accordingly, Allied sought such 
approval under three separate applications: 

(1) Allied applied for a nationwide operating authority as a “grandfather” 
right under section 206 (a). This “grandfather” claim was based on Allied’s 
experience as a mover under the agency contracts in use after 1928.” 

(2) Allied also applied for nationwide operating authority as a completely new 
service under section 207 (a). 

(3) Finally, Allied applied for Commission approval of a plan to pool traffic, 
service, gross and net earnings, operating rights, and properties (Pooling case) .” 

Approval of any one of the three applications would have permitted 
Allied to continue operations essentially as in the past. The Commis- 
sion reported that Allied had, 


* * * no intent to include in the pooling plan either its claimed “grandfather” 
rights or any rights which might be secured as a result of its pending section 207 


14 snenston Fireproof Whse.—Control—Allied Van Lines, 40 M. C. C. 557 (1946), 
pp. 562-563. 
. a Van Lines, Inc., Common Carrier Application, 46 M. C. C. 159 (1946). 
vid. 
" Allied Van Lines, Inc.—Pooling, 39 M. C. C. 287 (1948). 
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application, and that those applications would be withdrawn in the event the 
[pooling] plan here proposed is approved.” 

The Commission itself agreed that the economic impact under all 
three proposals would be substantially similar.*® The chief distinction 
between the applications was that in two of them Allied sought au- 
thority to act as a common carrier under its own certificate. In the 
third, the pooling plan; Allied:sought permission to utilize the 
authorities of the participants in the plan. These participants would 
designate Allied as their agent to manage and conduct the pooled 
business for their mutual benefit. In turn, they agreed to supply 
Allied with vehicles, personnel, and facilities needed to conduct the 
pooled operations, and to give Allied complete control over vehicles 
and personnel while in such use.”° In this latter sense the partici- 
pants would act as Allied’s agents—a double use of the word agent 
which the Commission found ambiguous.” Allied anticipated the use 
of approximately 1,300 motor vehicles belonging to participating 
carriers. ‘These would be available under 2-year leases at annual 
rentals of $1, renewable automatically at the end of each term. Ve- 
hicles would be used by the agent-owners when not in use by Allied, 
although they would be painted and identified in accordance with 
Allied’s specifications. 


Allied reverses 

Allied completed application on all three alternatives by February 
10,1942. During the 4 years which followed, however, these attempts 
to maintain the Allied system suffered a series of major reverses: 

(1) The Commission rejected Allied’s pooling proposal on 
September 7, 1943. Although the last application filed, it was 
the first on which Commission action was taken. 

(2) On January 11, 1944, the Antitrust Division of the De- 
partment of Justice filed a complaint against Allied and the asso- 
ciation under sections 1, 2, and 3 of the Sherman Act.” The 


Government alleged that— 

(a) Affiliation with Allied was open to members of the 
association only; 

(6) Allied determined all terms and charges on shipments 
booked with it; 

(c) Agents were forced to surrender all shipments destined 
over 100 miles; 

(d@) Agents could not deal with nonaffiliated carriers with- 
out Allied’s permission ; 

(e) Agents could not make competitive price bids against 
one another for the same shipment; 

(7) Agents were not permitted to open branch offices in 
areas where other association members were located; 

(7) Allied placed restraints on competitive price bids on 
Government shipments ; 


8 Td., p. 289. 

199 Td., at 301; 40 M. C. C. 557. p. 609. 

2 39 M. C. C. 287, pp. 296-297. 

21 1d., p. 801. 

22 United States of America y. Allied Van Lines, Inc., National Furniture Warehouse- 
men’s Association, et al., complaint, civil action No. 44—C-—30, District Court of the United 
States, Northern District of Illinois, Pastern Division, January 11, 1944. 
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(hk) Allied’s operation permitted agents to operate beyond 
their lawful operating territories.” 

(3) Allied and the association agreed to a consent decree in 
the Government’s antitrust suit, and a judgment was issued on 
December 28, 1945.24 Among its many specific provisions the 
judgment— 

(a) forbade any relationship between Allied and the as- 
sociation ; 
(6) severed all contractual and other agreements between 
Allied and its agents; 
(ec) enjoined future influence or direction of agents’ affairs 
by Allied ; 
(d) enjoined the establishment of exclusive or restrictive 
conditions on agents’ activities by Allied.?® 
In short, with its own consent, the Allied system was ordered 
dissolved. Individual Allied agents were free to make interline 
arra ents with one another just as any carrier could do, but 
Allied’s coordinating role, and its power to make coordination 
effective, were precluded. 

(4) On February 5, 1946, the Commission denied Allied’s ap- 
plications for “grandfather” rights under section 206 (a) and 
for a certificate of public convenience and necessity under sec- 
tion 207 (a) .?¢ 


For a variety of reasons, therefore, it appeared that the Allied sys- 
tem was illegal in its conception and operation; that it was unfran- 
chised ; and that the Commission did not consider it a necessary or 
desirable element in the Nation’s transportation network. 


The Allied purchase plan 


However, one final chance for Allied’s survival remained open. 
After Commission rejection of the pooling proposal, and prior to the 
final judgment in the antitrust suit, Allied applied for permission to 
purchase the operating rights of over 300 carrier-agents.*7 This pro- 
posal was still pending when the Commission turned down the com- 
mon carrier applications in February of 1946. The essential elements 
in the purchase plan were as follows: 

(1) Allied would purchase the operating rights of all par- 
ticipating agents for the nominal price of $1. This purchase of 
rights would permit Allied to operate over irregular routes in 40 
States and the District of Columbia, and over radial routes in 7 
additional States. 

(2) The association would relinquish all Allied stock in its 
possession. Ownership of Allied would pass to the participating 
agents, each of whom would purchase one share of Allied stock 
at a price of $10 a share. 

(3) As before, agents would book all long-distance shipments 
with Allied, but would conduct local operations on their own 


2 1d., pp. 14-18. 

™% United States of America vy. Allied Van Lines, Inc., National Furniture Warechousemen’s 
Association, et al., judgment, civil action No. 44—C—30, District Court of the United States, 
Northern District of Illinois, Eastern Division, December 28, 1945. 

% Pe. 4-9. 

% 46 M.C. C. 159 (1946). 

" Evanston Fireproof Whse.—Control—Allied Van Lines, 40 M. C. C. 557 (1946). This 
opinion is referred to hereinafter as the Control case, decision, or opinion. 
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shipping documents, and for their own accounts. However, no 
agent would have the option of conducting interstate operations 
because no agent would possess interstate authority. 

(4) Vehicles and equipment would be available to Allied under 
long-term leases identical with those proposed under the pooling 
plan. Allied would assume full control of agents’ equipment and 
personnel when in Allied’s use. 

(5) Agents would receive specified percentages of the line-haul 
revenues, depending on the type of booking and hauling services 
they performed. In addition, as stockholders, they would re- 
ceive a share in Allied’s profits.** 


The major change envisaged under the purchase plan was the 
irrevocable loss of operating rights by agents, and— 

* * * in the event of discontinuance of their connection with Allied in the 
future, they would not be in position to furnish the service which they have 
rendered to the public in the past.” 

Either Allied or the agents could terminate the relationship under 
conditions which required a waiting period and provided certain 
safeguards for agents against arbitrary dismissal by Allied. 

This change in the plan, entailing the loss of agents’ rights, was a 
major stumbling block to many of the agents affilated with Allied at 
the time of the application. avy agents—the large and important 
Lyons and Bekins systems among them—were wt’, Na to part with 
their rights under any conditions, and refused to participate in the 
joint application.*® Some of these even appeared as protestants in 
the case. Their chief objection was that in refusing to sell their rights 
they would be excluded from benefits derived through Allied’s sys- 
tem, despite the fact that some of them had been instrumental in 
organizing and building that system.** Still other cannes were willing 
to sell their rights, but felt the nominal price of $1 did not reflect the 
true value of the rights. The net result was that, for a variety of 
reasons, only 326 agents out of an original total of over 500 appeared 
in this case as joint applicants with Allied.” 

The Commission handed down its opinion on the purchase proposal 
on April 26, 1946. In approving the proposal as the basis on which 
Allied’s operations could continue, the Commission reversed all its 
earlier Allied rulings, and effectively set aside the court’s judgment in 
the antitrust suit. oreover, since that date the Commission has con- 
tinued to approve numerous applications to purchase rights from, and 
sell stock to, prospective agents **—so that by mid-1956 the number 
of agent-owners of Allied reached 625, almost double the number the 
Commission had authorized 10 years earlier. 


*Id., pp. 563-566. 

* Id., p. 610 (concurring opinion of Commissioner Lee). 

%Id., p. 561. 

s11d., p. 582. 

#Td., p. 562. 

See, for example, Allied Van Lines, Inc.—Purchase—Allen, 45 M. C. C. 751 (1947); 
Allied Van Lines, Inc.—Purchase—Johnston, 50 M. C. C. 273 (1948); Allied Van Lines, 
Inc.—Pur.—Albrent Frt. & Storage Corp., 50 M. C. C. 653 (1948) ; Allied Van Lines, Inc.— 
Pur.—Cold Spring Storage Co., Inc., 58 M. C. C. 101 (1951). An additional 15 applica- 
tions were approved without a printed report. Six similar applications were pending as of 
September 1956. 








338 TRUCKING MERGERS AND CONCENTRATION 


The similarity of all Allied proposals 

No evaluation of Commission policy toward Allied can overempha- 
size the similarity in economic impact of the various Allied proposals. 
The Commissioners have recognized this on a number of occasions: 

Insofar as competitors are concerned, it is doubtful that they will perceive 
any marked difference in Allied’s operations after approval than before, except 
that 326 rather than 470 hauling agents would be encountered.* 

Approval of the instant transaction would unquestionably give permanence 
to substantially the same arrangement that originated in 1928 and has grown 
to its present stature through a trial and error process.” 

* * * under [the instant transaction] much of the past service and methods 
would be preserved * * *. For practical purposes, competing carriers have 
been faced with Allied’s competition for many years,” 

This is the fourth proceeding before us in which Allied Van Lines, Inc., has 
sought authority to continue substantially the same operations in which it has 
been engaged for many years. * * * Allied and the 325 transferor-applicants 
parties to the instant proceeding propose that Allied continue its operations 
in substantially the same manner in which they have been conducted in the 
past. 

Despite some changes in form and detail, there has been no change in sub- 
stance in the new Allied plan of organization and operation.” 

Summary and conclusions 


If there was wide agreement that Allied’s operations would be 
essentially unchanged under the purchase plan, why did the Commis- 
sion reverse its previous position? Did it find errors of fact or law in 
the earlier opinions? Did it find substantial economic changes among 
household movers and the market for their services? 

The answer to the latter questions is negative. The answer to the 
first question, therefore, becomes enigmatic. The lack of clarity, the 
lack of discernible standards in the Commission’s deliberations, raises 
grave doubt that the Commission has been able to promote the public 
interest in any meaningful way. The stark contrast between the rea- 
soning of the Pooling decision and Control opinion tends to substan- 
tiate this doubt. 


The importance of “carrier status” 


The Commission placed heavy emphasis on five factors in reaching 
its Control decision: (1) the importance of establishing carrier status 
for Allied; (2) the economies of co-ordinated operations; (3) the 
competitive effects; (4) the reasonableness of charges and revenue 
divisions; (5) the “uncertainty” of Allied’s position. None of these 
represented new developments; all of them were considered in earlier 
cases. Yet the Commission clearly implied that these were the de- 
termining factors in its sweeping reversal. 

Consider first the matter of Allied’s status and the Commission’s 
view as to its significance in the Control decision. In the words of 
the Commission— 

The important differences in the plan now presented for our approval, that 
which was present in the Pooling case, and that under which Allied and its 


agents have operated continuously since long prior to the “grandfather” date, 
are that each of the transferor-applicants would lose its status as a carrier of 





* 40 M. C. C. 557, p. 585. 
%1Id., p. 592. 


36 Td., 


p. 593. 
37 Id., pp. 609-610 (concurring opinion of Commissioner Lee). 
%Id., p. 611 (dissenting opinion of Commissioner Alldredge). 
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household goods in interstate and foreign commerce, would no longer hold 
operating authority for that type of business, and that Allied, alone, would 
occupy the status of a carrier and would be solely responsible to the public and 
us for transporting household goods in interstate or foreign commerce. Under 
this arrangement it would be unnecessary, unless provided for as a condition of 
approval herein, for any transferor-applicant to keep records for, and file reports 
with, us in connection with such household-goods service.” 


Commissioner Lee made the same point in his concurring opinion: 


The only important results which will follow consummation of the instant 
transaction is that the 325 transferor-applicants will lose the operating rights 
which they now hold.” 

In the Pooling case, by contrast, the application was rejected— 
partly because Allied would thereby attain common carrier status. 
Said the Commission in that instance: 

It is the proposed assumption by Allied of the status of a common carrier by 
motor vehicle under the act through control and possession of the operating 
rights and operations of the participating carriers that causes this proposal 
to go beyond the pooling provisions of the act.” 


The agreements proposed in the pooling application— 


* * * effect a complete relinquishment by these motor carriers of the power 
to control their future operations. This surrender of control is implicit in the 
evident intent that Allied shall henceforth be the common carrier by motor 
vehicle under the operating rights of the participating carriers.“ 

Here the agents would nominally retain their rights, but Allied, with 
all the pooled rights, would act as the common carrier on all long- 
distance shipments. 

The Commission considered this a sacrifice by the agents which was 
not matched by Allied, and therefore did not regard the proposal as 
a true pooling plan. Instead, it felt the plan resulted in common 
control of one motor carrier by others. The Commission could ap- 
prove situations of common control under the provisions of section 5 
(2) (a), but the standards to be applied differed somewhat from, and 
were more rigorous than, those applied to pooling proposals filed 
under section 5 (1). In control cases the applicant must show that 
the proposal is consistent with the public interest, and that the terms 
and condiions are “just” and “reasonable.” The evidence in the Al- 
lied pooling opinion was not “persuasive” that these conditions had 
been fulfilled, according to the Commission. 

One is presented here with an extremely anomalous situation. In 
the Pooling opinion, assumption of carrier status by Allied caused 
the grounds for decision to shift and to become more stringent, which 
in turn led to rejection of the application. In the Control case, the 
Commission regarded the assumption of common carrier status by 
Allied as a positive contribution, and important grounds for approval 
of the proposal. Thus, an important cause for acceptance in one 
case becomes, in effect, the basis for denial in a second. 


Economies from coordinated operations 


The second factor which heavily influenced the Commission’s favor- 
able decision in the Control case concerned the economies to be derived 


% Id., p. 584; emphasis in original. 
40 Td., p- 610. 

4139 M. C. C. 287, p. 306. 

42 Ibid. 
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from Allied’s systemwide operations. The Commission listed these 
objectives among the “basic purposes” of the Control proposal: 
(1) To integrate a nationwide cooperative system of household goods carriage ; 


(2) To eliminate the difficulties, confusion, errors, duplicate accounting, 
and unnecessary expense occasioned by the dual service.“ 


It noted, with approval, the supporting testimony of several busi- 
ness firms with nationwide branches. Such firms, referred to as “na- 
tional accounts,” required nationwide moving services to transfer em- 
ployees’ personal effects, and they stated a strong preference for a 
single, responsible carrier such as Allied to accomplish these moves.“ 

bviously, this was not a new consideration. The Allied system was 
originally organized to reap the benefits and economies of cooperative 
action. The Commission recognized this in the Pooling opinion, and 
made specific reference to identical economies : 

The prime function of the Allied organization in the past has been the bringing 
together under a single coordinating agency available traffic and equipment in 
such a manner as to provide efficient and economical utilization of the equipment 
in rendering service to the public, and the chief economy produced by such 
methods is the elimination of empty equipment miles.“ 

* * * evidence shows that in the Allied organization as a whole empty equip- 
ment miles have steadily decreased during the past 10 years. * * * The plan has 
also reduced the number of idle hours of both equipment and employees spent 
away from the home port awaiting return loads and eliminated the necessity 
for maintenance of separate offices by each of the pooling carriers in cities other 
than their home port in order to secure return loads. Further economies under 
the plan are in handling of claims and purchasing insurance and supplies 
through a central organization.“ 

Another service feature of the plan is that it permits pooling carriers to 
handle shipments contracted for at one point, but which move between other 
points. This type of service, generally termed “national account” traffic, is 
rendered principally for corporations with branch offices whose central office 
contrels the movement of employees between the various branches.“ 


The Commission also noted that Allied’s method of operation re- 
duced the waste accompanying partial loads, and cited the important 
role which Allied, with its large resources, had played in the decen- 
tralization of government agencies that took place in 1942. In that 
move, Allied carried all the office equipment, as well as forty-five 
percent of the household goods of employees being transferred by the 
government.* 

On the basis of such statements there seems little doubt that the 
economy factor was fully considered in the earlier Pooling decision. 
There is also no indication that these economies had significantly in- 
creased by the time they assumed greater importance in the later 
Control opinion. The reasons for this increased importance remain 
completely obscure. 


Competitive effects 
The competitive effects of the transaction were a third influential 


factor in the Control decision. The Commission’s general view was 
that Allied’s competitors would not suffer unduly. Thus— 


4340 M. C. C. 557, p. 596. 
“ el’ 595. 
- 39 M. C. C. 287, p. 302. 


Ibid. 
1d., p. 303. 
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While it is undoubtedly true that consummation of the instant transaction 
will result in elimination of some competition among the transferor-applicants, 
that alone is not the controlling consideration.” 


Since the transaction would not make any significant change in Allied’s 
operations, the Commission reasoned that the transaction itself could 
have no new effect on competition. And, anyway— 


* * * several strong nationwide carriers remain to afford real competition 
in addition to the many independent operators throughout the country. 


These same conclusions were reached in the Pooling opinion. There 
the Commission said : 


Continuation of [rates and service coordination by Allied], which is the real 
object of the instant application, would make no substantial change in the present 
competitive situation.™ 


It also said: 


Protestant Mayflower is authorized to operate in 48 States and the District of 
Columbia. United conducts operations under claim of “grandfather” rights in 
45 States and the District of Columbia. Other protestant motor carriers serve 
each a number of States. Two motor carriers of household goods, not protestants 
herein * * * also serve an extensive territory * * *. In addition, transporta- 
tion of household goods by motor vehicle is provided by several thousand carriers 
located throughout the United States.” 


Clearly, the Commission regarded the competitive effects under both 
proposals as identical. Without going into the merits of the Commis- 
sion’s conclusions in this respect, the point here is that change in com- 
petitive impact under the Control proposal is not shown. It is, there- 
fore, difficult to see how this factor could have been influential in 
determining the outcome of the Control case. 


The reasonableness of charges and division of revenue 


The Commission considered a fourth factor, the reasonableness of 
charges and division of line-haul revenues, in both the Pooling and 
Control opinions. It was not satisfied with what it found in either case. 
In the Pooling opinion the Commission said : 


[There was insufficient] evidence (especially as we are unable to give any pro- 
bative weight to the financial data submitted by applicants) upon which we might 
base a finding that the proposed divisions * * * are or are not just and reason- 
able. The record shows that those divisions would not accord due consideration 
to the cost of performing the transportation operations involved and would 
represent excessive compensation paid by motor-vehicle common carriers, to 
secure traffic.” 


The Commission apparently found this condition unchanged when 
it again reviewed the matter in the Control case: 


It is unfortunate that the data heretofore discussed and compilations therefrom 
are subject to the qualifications indicated and estimates found necessary. From 
what has been submitted, it cannot be said, with reasonable accuracy, that Allied’s 
proposed divisions of revenue are proper or improper. A further qualification in 
the above data is the fact that if the transaction were consummated on the basis 
hereinafter recommended, there would be fewer class I carriers involved, which 
conceivably might distort Allied’s final figures.™ 


4°40 M. C. C, 557, p. 592. 


5° Td., p. 593. 

51 39 M. C. C. 287, p. 304. 
2 Id., p. 303. 

8 1d., 


Pp. 309. 
% 40 M. C. C. 557, p. 606. 
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This particular comparison represents a type of similarity in 0 
reverse. Where doubt is cast upon the reasonableness of charges and p 
revenue divisions in a rejected proposal, one would expect to find the 
defect corrected in an scseptabile proposal. This was not the case. pe 
The same formulas for revenue division apparently acquire a degree . 
of sanctity through continued use, for the Commission found it ie 
possible to approve the methods on ground such as these: CO 
Aside from the fact that such divisions have been in effect, at approximately in 
the same proportions, for a long time, have never been protested as unreason- 
able by Allied or the agents themselves, are represented as not unreasonably da 
high now and would be continued on a somewhat more permanent basis by ae 
this transaction, applicants’ evidence was not specifically directed to establish- pr 
ing that such divisions are reasonable. * * * The maintenance of substantially sp 
di the same distribution of revenue over a long period without complaint raises ay 
Hi a presumption of reasonableness in the absence of contrary evidence.” A 
| The “uncertainty” of Allied’s position w. 
i The fifth factor, and possibly the real determining factor, also ap- or 
1 peared among the basic purposes of the Control proposal as stated by th 
{ the Commission— % 
rf cs) To remove any question as to alleged violation of the antitrust laws ; 
: anc 
i (4) To terminate the expensive litigation to which Allied and various of £¢ 
i" of its transferor agents have been subjected over a period of years in Nn 
ih establishing their status under the act.” th 
dl No one could possibly object to the termination of expensive liti- he 
iW gation, or the resolution of prolonged uncertainty. But the Com- fo 
i mission seems to have equated these objectives with acceptance of the Ww 
Ht Allied Control application, and this clearly does not follow. au 
There was little that was “uncertain” about Allied’s status. Three Ww 
i separate applications, involving operations which were essentially th 
| identical with those of the Control application, were rejected by au 
i the Commission itself. A Federal court judgment, issued under a th 
it consent decree, ordered the Allied system dissolved. Commission de- 
nial of the Control plan would have been consistent with these prec- ti 
# edents, would have added no additional uncertainty, and would have in 
ia ended the expensive litigation equally well. Without new evidence th 
i showing basic changes in Allied’s situation, what uncertainty could of 
‘i there be? For a Commission to reverse its previous findings on such 
hi grounds of “uncertainty” hopelessly scrambles cause and effect in the 
te regulatory process. 
r Some special conditions under the pooling proposal O 
_ One important point arose in the Pooling case which was not a factor 
ze in the control decision, and should be mentioned for the sake of com- A 
fF pleteness. The pooling proposal. called for a surrender of all long- vi 
i distance shipments (over 100 miles) by agents to Allied. The Bekins L 
fe and Lyons systems on the west coast were among the affiliated agents ve 
at that time. Both had extensive operating authorities, and the pool- A 
‘ ing plan made special conditions for both whereby they could carry th 
a shipments destined over 100 miles if within their authorities. Where li 
iv shipments were destined for the eastern part of the United States, ac 
i Bekins reserved the right to haul such shipments as far as the bound- oO} 
5S 
| Id, p. 596. he 
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ary separating Bekins territory and the rest of the Allied system. 
Only shipments into the Western States from the east would be 
pooled.” 

The Commission was concerned over these exceptions. As it 
pointed out— 
3ekins, Lyon of Washington, and Lyon of Oregon, would lie in the anomalous 
position of conducting household-goods operations under their retained rights 
competitive to some extent with the operation of their own lessee, Allied, and, 
indeed, competitive with their own agency operations for Allied.” 

Despite this objection, it does not appear that this was the fatal 
defect which brought rejection of the pooling plan. Moreover, the 
pooling plan could have been nine’ with the condition that the 
special status of Bekins and Lyons be eliminated. When the control 
application was made, both Bekins and Lyons withdrew from the 
Allied system rather than lose their rights, and this particular problem 
was not presented. The Commission did not call attention to this 
omission, which may be taken as further evidence that its presence in 
the pooling case was not crucial to the decision made there. 


Summary and conclusions 


The comparisons pr esented to this point should bear out the earlier 
contention that the Commission’s reversal of its prior decisions did 
not rest on substaritial, or even discernible, grounds The question of 
the wisdom of Commission approval of Allied’s operations remains, 
however. Leaving to one side the possible administrative advantages 
to the Commission of a single giant carrier, and the legal issue “of 
whether the courts or the Commission should have jurisdiction over 
antitrust matters, this important question is an economic one: (1) 
what type of economic market structure will promote and encourage 
the most efficient and advantageous use of household moving service; 
and (2) what is the impact of a system such as Allied’s on a market of 
this kind ¢ 

This study does not attempt to provide a full-scale economic ra- 
tionale for the future growth and development of the motor carrier 
industry. It is concerned with mergers, however, and with the fact 
that the Commission passes on mergers without apparent consistency 
of approach or understanding of the economic issues involved. 


3. THE I. C. C. AND THE “GIANTS”: UNITED AND NORTH AMERICAN 
VAN LINES 


Origins and operations of United Van Lines 

A pattern of Commission decisions, similar in many ways to the 
Allied opinions, emerges in two other cases involving large. nationwide 
van lines—North American Van Lines, Inc. (NAV L) and United Van 
Lines, Inc. (United). Actually, United's rapid growth in recent 
years was a byproduct of the Allied decisions. A group of former 
Allied agents, known as the St. Louis Group, refused to give up 
their operating rights as required under the Allied control opinion. 
Instead, they sought some means by which they could retain both the 
advantages of cooperative long-distance hauling and their individual 
operating authorities. 

The St. Louis Group discovered that United Van Lines, a house- 
hold goods carrier with nationwide rights, was up for sale. After 


57 39 M. C. C. 287. p. 300. 
SId., pp. 308-309. 
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reliminary arrangements, the transaction was consummated on 

arch 18, 1947, and United’s stock distributed among 107 new pur- 
chasers.*® With only two exceptions, each of the new purchasers was 
either a motor carrier or an official of a motor carrier holding a certifi- 
cate from the Commission. Each purchaser received a minimum of 
6 shares of stock, and 16 purchasers received additional shares. By 
terms of the agreement among themselves, however, these latter could 
be required to transfer the extra shares to anyone designated by 
United.” 

United’s operating pattern under the new owners utilized United- 
owned equipment as well as equipment leased from owner-agents. 
While under lease to United, vehicles and personnel were completely 
subject to United’s orders and direction. Agents were encouraged 
to solicit traffic for United in a vigorous fashion, and to stress their 
agency relationship with United in all advertising. Unlike the Allied 
system, agents were not required to book all long-distance shipments 
with United. If a shipment was destined beyond an agent’s author- 
ity, or if a shipper specifically requested United service, the agent had 
to book the shipment with United. In all other cases the agent could 
decide whether to book it with United or for his own account.** This 
gave the agents a great deal of flexibility in their operations—the lack 
of which had caused many of United’s owner-agents to leave the 
Allied system, 





Common control and pooling in United’s operations 


} 
i Shortly after the United purchase was completed, the Commission 
4 undertook an investigation to determine if various motor carriers had 
attained control of United in a common interest; if they had acted 
| together in effectuating such a common control; and, if the arrange- 
ment resulted in a pooling of traffic, service, or earnings. Common 
control and pooling arrangements are unlawful without prior Com- 
mission approval. 

The Commission found that both common control and pooling had 
been effectuated without prior approval. Hence, the Commission 
ip ordered the owner-agents to divest themselves of United’s stock and 
to sever all agreements between themselves and with United.” 

United and its agents protested this decision and appealed for fur- 
ther hearings. The Commission agreed to reconsider the matter, and 
on June 23, 1955, reversed the earlier dissolution order.® 

The reversal raises an obvious question: What change occurred be- 
tween 1949 and 1955 to cause this complete turnabout by the Com- 
mission? One part of the answer lies in the importance which the 
Commission attached to a strict interpretation of the wording of the 
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act. 
ate Stor. &€ Moving Co., Inc.—Investigation of Control, 55 M. C. C. 649 (1949), p. 
© Td., p. 656. 
ee “ Td., p. 664. 
eH @ This decision, 55 M. C. C. 649 (1949) will be referred to throughout as the Prior 
1 


case or opinion. 
He @ Geitz Stor. € Moving Co., Inc.—Investigation of Control, 65 M. C. C. 257 (1955). 
cS This opinion will be referred to as the Control case. Technically, in the Control case, 
i United had applied for Commission approval of common control and pooling arrangements. 
The obvious purpose of these applications, however, was to remove the dissolution order. 
As a result of this maneuver a motor carrier system, once declared unlawful and ordered 





i to terminate its operations, was given permission to continue these operations in sub- 
ts stantially unchanged form. 
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The changing importance of strict procedural compliance 

The Commission’s opinion in the Prior case shows that its concern 
there was largely procedural and extremely narrow, and rested solely 
on two main findings: 

(1) The Commission found that common control was present within 
the meaning of the act, even though the number of controlling carriers 
was quite large. As a matter of law, common control existed if one 
carrier, in combination with any other person or persons, controlled a 
second carrier. The Commission felt that the whole purpose of the 
transaction was to— 

* * * control and operate United as a common enterprise in the interest of the 
stockholding motor carriers.“ 

The act required that such arrangements be approved in order to 
remain in effect, and since this was not done, United’s operations were 
not lawful. 

(2) In similar fashion, the Commission found that pooling within 
the meaning of the act was present in agreements under which both 
United and its agents could be called upon to surrender traffic to one 
another and pool revenues. Since the Commission had not given its 
prior approval, this, too, constituted unlawful operations. 

Nowhere in these findings did the Commission appear to consider 
the economic effects of the control and pooling provisions. No matter 
what the accomplishments and benefits of the United system may have 
been, the Commission was concerned only that United had not met the 
procedural requirements of prior clearance for its operating agree- 
ments on these two counts. 

United, of course, continued to operate under the unlawful common 
control and pooling arrangements after the Prior opinion and during 
the time it was attempting to reopen the case. Nevertheless, in the 
Control case, the Commission abandoned its strict interpretation of 
the act, and instead adopted the position that past law violations should 
not adversely affect present decisions. In the Commission’s words: 

The law violation is not a bar to approval of the transaction when presented, 
if the evidence shows that affirmative action would not be contrary to the public 
interest.” 

This, by itself, represents a willingness to look at the total effect of 
a carrier’s operations, not just the administrative procedure aspects. 
But the contrast with the Prior opinion is quite startling, for the Com- 
mission had become concerned with the possible results of a narrowly 
legalistic ruling: 

* * * in all likelihood [a denial would create] a catastrophic deterioration in 

the services of United, which as this record discloses are needed by the shipping 
public. 
Where compliance with the act was of paramount importance in the 
Prior opinion, it was almost no consideration at all in the Control case. 
If the latter decision is economically justified, it is a lamentable com- 

“55 M. C. C. 649, p. 669. 


®65 M. C. C. 257, p. 294. 
6 1d., p. 295. 
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mentary on the state of regulation that it required 6 years to remedy 
a procedural defect in an otherwise admirable operation.” 


The bases for Commission approval in the control case 


In effect, the Commission approved United’s control and pooling 
plans because it felt the public would benefit more from United’s con- 
tinued operation as a system than from dissolution of that system. 
The Commission expressed awareness that household movers faced 
special problems, chief among them the return-load problem, and 
therefore expanded somewhat on the anticipated benefits to the public 
from coordinated operations. Its findings in the opinion appear to 
rest on two main points. 

(1) Substantial economies of operation would result from the co- 
ordinated activities of United’s owner-agents. For one thing, flexi- 
bility in fleet size brought great savings in investment in peak- 
requirement facilities : 


* * * severe fluctuations in volume of traffic make imperative the availability 
of a flexible fleet in the operations of United, capable of expansion in peak periods, 
and also capable of diminution in off periods * * *. It would be an economic 
impossibility for United to maintain an owned fleet capable of meeting the de- 
mands of peak periods of traffic, a large part of which would of necessity remain 
idle during off periods.” 

For [United] to maintain, over the year, a fleet capable of handling all traffic 
at times of greatest traffic volume, would inevitably result in substantial idle 
time for a portion of the vehicles, consequent increased costs of operation, and 
increased charges to the shippers.” m 

For United to operate its own warehouses, duplicating the facilities now pro- 
vided by its carrier-agents, would require substantial investment.” 


For another thing, small shipments could be handled more 
economically : 


Small shipments, particularly, present a problem, and the size of shipments on 
the average has been decreasing. Without some means of providing transporta- 
tion economically for these small shipments, they must either be refused service, 
be subjected to increased transportation costs by application of the tariff rule for 
exclusive use of equipment, or subjected to long periods of delay while the carrier 
attempts to secure matching outbound or return loads. The record is clear 
that such shipments can readily be transported by United, to fill out loads in its 
roving vehicles.” 


The Commission displayed concern for the plight and problems of 
the small, nonintegrated carrier. For example, the Commission dis- 
counted. the effectiveness of interlining, chief means by which inde- 
pendent carriers conduct operations beyond their own authorities. 

Interline service, involving the transfer of lading from one carrier to another 


in order to provide long-distance moves, is unsatisfactory in point of expedition 
and leads generally to excessive damage to the shipment.” 





@ Any criticism a in the above is not intended to disparage or discount the im- 
portance of clear and firm administrative procedures. Commissions—regardless of their 
policy orientation—are limited by the language of the statutes under which they exercise 
ay f Commissions face very real administrative problems in pouiatio the affairs 
of the firms under their jurisdiction. In carrying out its responsibility and expediting 
its work, any commission of necessity must hew closely to established procedures and clear 
statutory interpretations. What is of concern, however, is the extent to which the 
procedures and interpretations are used to conceal a lack of positive policy, or evade the 
real responsibility of a commission—to promote the public interest. 

*1d., p. 279. 

© Id., p. 296. 

7 Tbid. 

11d., p. 297. 

72 Id.. p. 275. 
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Further, the Commission pointed up the competitive disadvantage 
of independent carriers vis-a-vis the major van lines: 


Were United required to discontinue its agency agreements with its carrier- 
agents, which in 1951 booked with it about 73 percent of its total traffic, and 
furnish facilities and perform accessorial services which could not be duplicated 
for a substantial period of time and then at excessive cost, its ability to compete 
with other similarly situated carriers would be severely curtailed.” 


Therefore: 


* * * in [soliciting “national accounts”] the individual agent, with limited 
resources, equipment, and operating authority, and the inability to maintain 
a widespread service organization, would not generally become a strong com- 
petitor.™ 

None of the agents of United is in a position, financially or otherwise, to estab- 
lish offices outside of its home domicile for the purpose of soliciting return loads, 
and the establishment of an individual agency system would in most cases be 
impractical and inefficient, in view of the limited territory authorized to be 
served, and the unpredictable nature of prospective shipments of household goods 
as to origin and destination.” 


In these general ways the Commission equated size and integration 
with economy, efficiency, and the public benefit. 

(2) Any elimination of competition between agents affiliated with 
United was not serious and, in fact, was likely to be overbalanced by 
making United a strong competitor with other national van lines. 
Said the Commission : 


Competition between United and its agents, except at those few points where 
United maintains sales offices, is negligible, since it is the agents which determine 
to a great extent whether traffic offered to them, which either they or United are 
authorized to transport, will be booked with it or transported under their own 
authority.” 

* * * eompetition between United and its carrier-agents is to some extent 
restrained by the pooling proposal, although not completely in that each carrier 
participating will continue to perform transportation under its own operating 
authority.” 

* * * the agent is governed by economic and service considerations in his deter- 
mination as to whether his own service or that of United will be provided.” 


Moreover, since the proposed plan would permit all agents to operate 
more efficiently, thereby offering competition to other major van lines, 
a dissolution of United— 


* * * would result in a diminution of competition much more serious, from 
an overall standpoint, than the restraint of competition inherent in the pooling 
proposal,” 


The Commission refused to place any limits on the addition of book- 
ing agencies to the United system, because it considered the competitive 
effect of such additions negligible. The Commission felt that new 
booking agencies were 


* * * merely one method by which the nationwide carrier may extend its 
traffic solicitation facilities; that these booking agencies take the place of 
independent sales offices which would otherwise be established; that to be fully 
effective, a condition such as [this] would also need to embrace a prohibition 
against the establishment of such sales offices; and that the record did not 
indicate any need for the imposition of such a drastic restriction.” 

73 1d., p. 297. 

“41d., p. 287. 

%1d., p. 281 

61d., p. 287. 

71d., p. 297. 

7% 1d., p. 282. 
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Thus, the Prior and Control opinions represent polar extremes. ‘The 
concern with lawful practice, which was the sole consideration in the 
Prior case, was set aside in the Control decision. While this rejection 
of excessive legalism may be a desirable step forward, it remains to be 
seen if this “realistic” approach is applied uniformly and consistently 
in other cases presented to the Commission in recent years. 
The North American cases 

The origin of North American Van Lines, Inc., is very similar to 
that of Allied and United. A group of movers and warehousemen 
formed NAVI in 1933 in an effort to integrate their operations and 
minimize the difficulty of securing return loads. Until 1940, NAVL 
did not own any equipment, but relied entirely on vehicles and per- 
sonnel leased from its owner-agents. These agents, in turn, agreed 
to turn over to NAVL all long-distance shipments moving beyond 
their own authorities, but could retain shipments for their own account 
if they were destined within their authorities. 

The Commission rejected NAVL’s “grandfather” application for 
nationwide authority on the grounds that NAVI did not, own any 
equipment until 1940, and was therefore not a bona fide carrier on the 
statutory date in 1935.8! However, the nationwide authority was 
granted soon thereafter on a direct application,** and rights to haul 
specialized commodities were added at a still later date.** 

On June 14, 1948, the Commission ordered an investigation to deter- 
mine if common control and pooling arrangements were in effect in 
violation of section 5. After the investigation had begun, agents of 
NAVL filed two joint applications. One, filed February 17, 1950, 
sought approval of common control of NAVL. The second, filed 
May 4, 1950, sought approval of pooling arrangements provided under 
NAVL agreements. The Commission combined both applications 
with its own investigation, and handed down a single opinion (Control 
opinion) covering all these matters on January 17, 1955.*4 

The Commission found that common control and pooling did exist 
in violation of section 5, but this did not bar approval of NAVL’s 
operations. As in the United case, NAVL’s applications for Com- 
mission approval of control and pooling, made after the investigation 
was underway, provided the modus vivendi by which the Commission 
avoided a dissolution order. The Commission simply ignored the 
violations, and proceeded to consider the NAVI applications on their 
merits. 

The rationale behind the NAVL Control opinion closely parallels 
that of the United Control] case. In fact, the operations of the two 
movers were considered so similar that they were described by the 
Commission in identical words over a large part of the opinions.*® 

The Commissioners made the familiar observations that coordi- 
nated operations reduced the wastes of empty equipment mileage. 
partial loads, and idle personnel. The Commission predicted the 
competitive consequences of dissolution to NAVL in almost the identi- 





*t North American Van Linea, Inc., Com. Car. Application, 41 M. C. C. 771 (1943). 
82 North American Van Lines, Inc., Ext.—United States, 42 M. C. C. 839 (1943). 
88 North American Van Lines, Inc., Ext.—United States, 44 M. C. C. 834 (1945). 
St North American Van Lines, Inc.—Investigation of Control, 60 M. C. C. 701 (1955). 
Compare, for example, the sections of the opinions entitled “Operations of United" 


257, pp. 274-281, passim, and 60 M. C. C. 701, pp. 723-732, passim. 
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cal words used in the United opinion,®* and implied a competitive 
disadvantage at least equal to that of its then current independent 
competitors. 


The Commission took considerable pains to explain and justify its 
position on the possible lessening of competition in the industry. It 
described the NAVL agency agreements in these terms : 


3y virtue of the agency and hauling agreements, each carrier-agent agrees 
in effect not to compete with North American for trafiic offered to the agent with 
a specific request for North American’s service, although such traffic may be 
desirable to the agent from the standpoint of revenues and may move within 
the authorized scope of the agent’s operations. North American, likewise in 
practice, does not compete with the individual agents in that it does not set up 
competitive sales offices in any city in which an agent is located. This factor 
is significant, in view of the showing here that competition is most effective 
at the domicile of the shipper.” 


This raised the issue of duplicating rights under common control, 


a practice which the act required the Commission to terminate when 
found. However, the Commission felt that— 


Ordinarily such duplication of operating authority is unjustified and its elimi- 
nation has been required, or the application denied where elimination of dupli- 
cation was impracticable. * * * Consideration was given to this matter when 
operating authority was first granted to North American, and it was found that 
although the issuance of the certificate sought would vest North American with 
rights in excess of the limited rights of any of its hauling agents, the latter 
could exercise their individual rights within the scope of their authorized 
areas. It was also found that North American and its hauling agents would 
conduct independent businesses, each within the scope of its operating authority, 
and that no duplicate right would be vested in North American.® 


Why not require agents to sell their rights to NAVL and avoid 
duplication of rights as in the Allied case? The Commission dis- 
tinguished the two situations by stating that the sale of rights in the 
Allied case was— 

* * * an effort to confer upon Allied the desired common-carrier status.” 


These were the generalizations on which the Commission based its 
decision. It concluded that there was— 


* * * nothing of record to indicate that the continued control of North 
American in a common interest with these carrier agents is contrary to the 
public interest.” 


With reference to the pooling proposal, the Commission held that it 
would— 


be in the interest of better service to the public or of economy in opera- 
tion, and will not unduly restrain competition, if assented to by all the carriers 
involved * * *,” 





“Were North American required to terminate agency arrangements with the carrier- 
agents which are here seeking, with it, pooling authority, and which in 1950 booked with 
it about half its total tonnage, its competitive abilities would be severely curtailed.” 60 
M. C.. GC. TQ. p. T4l. 

“Were United required to terminate its agency agreements with the carrier-agents which 
are here seeking pooling authority, and which in 1951 booked with it about 73 percent of 
its total tonnage, its competitive ability would be severely curtailed.” 65 M. C. C. 257, 
). 201. 

: 87 60 M. C. C. 701, p. 750 

SS Id., pp. 753-754. 

8 Id., p. 761. 
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Implications of the United and NAVL opinions: Summary and 
conclusions 

United and NAVL are two of the largest household movers oper- 
ating in the United States. Both firms were originally organized to 
overcome the “back haul” problem through coordinated efforts on a 
nationwide basis. On first consideration, the Commission disapproved 
their operating arrangements. In both cases, disapproval rested 
primarily on procedural, not economic grounds. In both cases in- 
vestigation of the situation revealed unlawful operation, without 
proper Commission approval, but in spite of this the Commission 
ultimately sanctioned the arrangements. The Commission described 
the benefits to be secured through cooperative efforts in very gen- 
eralized terms—but the benefits appear no different from those con- 
sidered and rejected in earlier cases. The Commission’s finding of 
public benefits, however, was not related to any careful or reasonably 
complete study of the cost and rate relationships of household moving 
services. In fact, the Commission partly justified large integrated 
national operations by pointing to the disadvantages of small, inde- 
pendent carriers who competed with the major van lines. 

From this experience it appears the Commission can find reasons to 
justify any proposal if it wishes todo so. In the Allied, United, and 
NAVL cases, the Commission, on three occasions, found itself on the 
brink of dissolving large and important household moving systems. 
In all three cases it approached the brink by following the clear word- 
ing of the act it is required to administer. In all three cases it shrank 
from taking the final step. Perhaps this is an example of what might 
be called a going-concern-rule in regulation—a reluctance to disturb 
large and profitable enterprises in any substantial way. The very ex- 
istence of a dominant firm becomes a positive advantage of sorts. 
Commissions are too unwilling to upset the status quo, too lacking in 
conviction to exchange a “stable” and “orderly” industry structure for 
the unknown vagaries of a competitive market. The larger and more 
dominant the leading firms, the greater is the impact of any basic 
change—and, of course, the greater a Commission’s fear of mistakes. 
Perhaps, then, the existence of a large firm as a going concern provides 
a built-in protection against the imposition of fundamental structural 
changes by regulatory bodies. Small firms, whose going-concern-value 
is not quite so awesome, may not have this same protection. This will 
become apparent in the sections which follow. 


4. THE IL. C. C. AND OTHER CARRIERS: WHEA'TON VAN LINES 


W heaton’s attempts to expand 

The numerous, costly, time-consuming attempts by Wheaton Van 
Line, Inc. (Wheaton) to expand through mergers were studied to 
determine the basis of Commission policy. Wheaton, 17th largest 
mover in the Nation in 1955, is the successor to Clipper Van 
Lines, Inc., and by 1952 held operating authority to serve 30 States 
and the District of Columbia. Its growth to that point was achieved 
without resort to mergers and acquisitions. 

In October 1951, Wheaton attempted to acquire additional authority 
in New England through the purchase of a portion of the extensive 
operating rights owned by a small trucker, O. W. Carleton (Carleton) 
of Milford, N. H. Shortly thereafter, Wheaton also sought to improve 
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its service in the Southern States through a temporary lease of rights 
in that area from Russell C. House Transfer & Storage, Inc. (Trans- 
fer) of Atlanta, Ga. The Commission denied the application to pur- 
chase Carleton’s rights on November 18, 1952; ** it denied the applica- 
tion to lease Transfer’s right on December 11, 1952. Both decisions 


had similar economic effects. 


Commission rejection of the leasing proposal 


The Commission rejected Wheaton’s leasing application on adminis- 
trative technicalities. A short time prior to this application, it found 
that public convenience and necessity required an extension of Wheat- 
on’s authority into the Southern States—an extension which largely 
duplicated Transfer’s authority.°* Although this approval was given, 
the actual certificate was withheld pending Commission disposition 
of several outstanding petitions in the case. What Wheaton sought 
was approval to lease Transfer’s rights for a limited time—until it 
could begin serving the Southern States under the authority it fully 
expected to receive. 

To support their joint application, Wheaton and Transfer offered 
familiar arguments relating to the benefits of integrated operations. 
The Commission paraphrased their arguments in these words: 

* * * because of the very nature of the business of household-goods carriers, 
their operations of necessity are irregular, sporadic, and are not subject to per- 
formance in a regular consistent pattern; that many household-goods carriers 
have found it necessary to become an agent of a nationwide van-line company 
because of their inability to obtain return loads, and in some instances because 
small part loads cannot be handled economically * * * [Wheaton] is a large 
and aggressive carrier with adequate equipment and personnel [which] connotes 
that [Wheaton] would render a more efficient and expedited service than has 
been rendered in the past by Transfer, and warrants approval of the transac- 
tion; that evidence of operations conducted under [Transfer’s] rights during 
temporary operations demonstrates that the public needs and is using a bene- 
ficial and expedited service.” 

More significant, however, was this statement by the Commission: 


* * * if the lease is not approved, lessor and lessee can through interline 
establish through routes and through rates between all points in their combined 
territories, with a result that such denial would not prohibit interline traffic.” 
Rejection of the application, therefore, would neither prevent this 
extension of service nor eliminate Wheaton as a competitive factor. 
Further, Wheaton’s ultimate acquisition of identical operating rights 
would not be affected. The main effect would be inconvenience and 
inefficiency. Wheaton and Transfer would be forced to rely on inter- 
lining until Wheaton received its then pending certificate. At that 
time, Transfer would become a Wheaton agent, and the need to inter- 
line would cease. 

Seven competing carirers protested this application, among them 
North American Van Lines, Inc. All protestants claimed the leasing 
proposal would affect them adversely, and that competition from 
Wheaton would be much more vigorous than the competition from 


2 Wheaton Van Lines, Inc.—Purchase (Portion)—Oliver W. Carleton, Docket No. MC- 
I'-5043, 58 M. C. C. 814 (not printed in full) (1952). 

% Wheaton Van Lines, Inc.—Lease—Russell C. House Trans., 58 M. C. C. 708 (1952). 

* Clipper Van Lines, Inc., Extension—Numerous States, 54 M. C. C. 569 (1952). 

*% 58 M. C. C. 703, pp. 710-711. 

6 Td., p. 711. 





Ce eee 


coo aininninnbesieiiimnnianadias Eee an Ee PORN oll RE At SE - = - ie ible 9 ne tare erm aoe a 


REG WER EE VS RSD COO 


RRR RE ee ee ee eee eee ee ene eee e ae nearer San 


ps ra erase 


ee ee eae eae TENTS 





302 TRUCKING MERGERS AND CONCENTRATION 


Transfer alone. The Commission description of North American’s 
argument contains this statement: 

[North American] has idle equipment available for additional service in the 
considered area. * * * Jt is endeavoring to secure additional agents in the con- 
sidered territory with a view to improving its traffic potential. It is constantly 
soliciting additional traffic, and believes the proposed service of Van Lines would 
adversely affect its operations.” 


In short, North American opposed Wheaton’s application because it 
was attempting to increase its own business in the same area and this 
attempt would be adversely affected. 


Authors’ summary 


In rejecting the leasing proposal, the Commission did not empha- 
size either the economic effects of the integration or its effect on com- 
petition. Rather, the Commission narrowed its concern to the pro- 
priety of Transfer’s action in leasing its rights for a temporary period. 
On this question the Commission said: 

Certificates are issued for the purpose of authorizing a person to render motor- 
carrier service to the shipping public, not for the purpose of speculative purchase 
and sale, barter or trade as a commodity, or for ownership and lease by holders 
who have no intention themselves of rendering the service authorized, or of 
carrying out the obligations imposed upon them by the certificate so issued. 

In our opinion, a carrier which no longer desires to render service required by 
its certificate, or to serve the needs of the communities or areas involved, should 
dispose of the operations permanently or should request revocation of the rights. 
The public is entitled to service by the carrier to which the rights are granted.” 

The Commission was therefore willing to ignore the adduced facts 
that the lease was a temporary expedient to meet a problem caused 
by administrative delay. The Commission seemed unaware that al- 
though little economic difference exists between the purchase, lease 
or pooling of rights and the interlining of shipments, a major differ- 
ence lies in the kinds of administrative obstacles attached to these 
different arrangements. In the context of Wheaton’s pending author- 
ity to serve the Southern States, and its desire to avoid the incon- 
venience of interlining with Transfer, it seems farfetched indeed to 
consider the proposed transaction as “bartering” or “speculating” in 
rights, and therefore contrary to the public interest. 


The first attempt to purchase New England rights 

Turning to the other opinion—the one in which Wheaton sought to 
purchase Carleton’s New England rights—the applicant stated that 
it received numerous requests to accept shipments destined for points 
in New England. Among firms making these requests were a number 
of national accounts—insurance companies and manufacturing firms 
who regularly transferred employees between the two areas. At the 
time, Wheaton could meet these requests only through interline ar- 
rangements, and these were awkward and uncertain. If the purchase 
was approved, Wheaton proposed to improve its service by adding 
25 to 50 agents in the New England area. It estimated these ex- 
panded operations could add, at the time of application, approxi- 
mately $300,000 annually to its gross revenues. Further, it antici- 
pated that the market for household moving services would expand 
rapidly, and the enlarged authority would permit Wheaton to par- 
ticipate in meeting it.® 


% Id., p. 710; emphasis supplied. 
* Id., p. 714. 
® Docket No. MC—F—5043, sheet 4. 
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Seven competing carriers again opposed the application, and three 
of them (Ray the Mover, Sofia Bros., Inc., and North American Van 
Lines, Inc.) intervened actively. These three emphasized a similar, 
and familiar, theme—that Wheaton would deprive them of business 
if permitted to purchase Carleton’s rights. The following Commis- 
sion summaries illustrate this point of view: 





[Ray the Mover] fears that the proposed operation by Van Lines would 
create new competition and divert some traffic from it to its detriment. 

[Sofia Bros., Inc.] fears that if Van Lines establishes from 25 to 50 agents in 
New England and increases its annual revenues by $300,000 as a result of the 
purchase, it would divert traffic from Sofia. 

{North American Van Lines, Inc.] opposes the application because it feels 
the competition from Van Lines now in New Jersey, New York, and Pennsyl- 
vania and because it fears that the latter would institute the same type of 
operation under rights which Carleton has not been using to any great extent 
and divert traffic from it and other existing carriers.” 


Wheaton argued in reply that both Ray the Mover and Sofia Bros., 
Inc. were agents of North American, and that, in fact, only one com- 
petitor actively protested the application. It also argued that Carle- 
ton, though small, always held himself out to perform according to 
his capabilities. Although Wheaton planned to expand the service 
Carleton offered, existing carriers would not be affected adversely. 


Authors’ summary 


Despite these and other issues of relevance, the Commission chose 
to center its attention on the question of the dormancy of Carleton’s 
rights. The use Wheaton could make of these rights, the service it 
could render, the desirability of adding an efficient competitor to the 
New England area—none of these matters seemed to influence the 
decision. Rather, the Commission stuck to the legalistic problem 
of Carleton’s right to dispose of his operating authority. In the words 
of the Commission : 


Applicants produced no evidence showing the nature and scope of the house- 
hold goods operations of Carleton, the service rendered by him, the tonnage 
transported, or the revenues derived.’ 

The burden is upon applicants to show that approval of the proposed trans- 
action would be consistent with the public interest. Evidence of past opera- 
tions of vendor is essential to a proper appraisal of the effects of a unification. 
* * * [T]here is no basis on this record for concluding that vendor has been 
conducting active operations in the transportation of household goods in the 
extensive territory covered by his certificate.’ 

Although apparently not crucial to the decision, the Commission 
noted the protests of competing carriers and made this observation on 
the state of competition in the area: 

The record discloses that there is ample service in the respective territories 
by other carriers holding operating authority similar to that of vendor, and 
there is strong competition for traffic in the area involved. There is no evi- 
dence that the service of other common earriers of household goods in the 
area is inadequate, and it has not been established that the proposed service 
by the respective vendees is needed.‘ 

The Commission re jects a renewed appli ation 

Wheaton applied to buy Carleton’s rights again in June 1953. 
rhis time, Wheaton proposed to buy all Carleton’s household-goods 
operating rights (the earlier application related to a portion of the 


‘id... &. 7. 
21d., p. 6 
31d., p. » 
4 Ibid. 
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rights only), and offered evidence that it had used the operating rights 
extensively through interlining since the rejection of the original 
purchase application. 

Wheaton apparently made determined efforts to revive Carleton’s 
rights through interlining operations. Under an agreement of May 
29, 1953, Wheaton arranged to lease about 50 tractor-trailer units 
to Carleton for use by him in New England. This permitted Carle- 
ton to originate shipments destined for Wheaton territory, place them 
on equipment leased from Wheaton, and release both shipment and 
equipment at mutual exchange points for ultimate delivery by 
Wheaton under its own authority. Reverse arrangements applied to 
shipments destined for delivery in New England. 

Besides attempting to activate Carleton’s rights, Wheaton also 
scaled down its description of anticipated operations. This time it 
proposed to appoint only 10 agents in the New England area, and 
expected the operations to add only $80,000 annually to gross reve- 
nues *—obviously to allay the fear of strong competition. As before, 
national accounts testified that they found Wheaton service satis- 
factory and would use it if expanded. 

Once again, North American and its agent, Ray the Mover, ap- 
peared as protestants, and, once again, they protested that the Carle- 
ton rights were inactive. They asserted Wheaton would provide a 
new service, one that was unnecessary and would be harmful to 
carriers already serving the area. Mr. Raymond D. Allard, a partner 
in the firm of Ray the Mover, expressed this most candidly in his 
testimony: 

We feel that if Mr. Wheaton comes into this area, being the capable carrier 
that he is, and a good promoter, we feel that it is going to hurt our trucking 
industry in New Hampshire financially.® 

Wheaton, in reply, pointed to the record which showed that ship- 
pers in New Mealand. experienced delays as long as 60 days, and 
claimed that the protestants failed to show how their operations would 
be hurt in any significant way.” 

For a second time the Commission refused to permit the purchase. 
This time the protestants’ argument appears to have been convincing, 
for the Commission summarized its decision in this brief statement : 

This transaction would result in the entry into New England of a carrier which 
would conduct a more intensified operation and render a service which would 
bear little resemblance to that of vendor; or to the service which vendee and 
vendor have rendered in combination. This enlargement and expansion, through 
appointment of numerous agents and placing through them, additional equip- 
ment in New England, would adversely affect existing carriers, and the record 
fails to show that they were unable or unwilling to provide reasonably adequate 
service as called upon. * * * The evidence of shippers who use vendee’s service 
in its present authorized area is not convincing that there is a lack of adequate 
transportation service available to them within and between vendor’s and vendee’s 
area® 


Two observations may be made at this point: 
(1) The Commission did not consider the support of shipper: 


an important indication of public need for a service. This, of 


course, contrasts with its favorable consideration of shipper tes 


5 Wheaton Van Lines, Inc.—Purchase—-Carleton, 60 M. C. C. 415 (1954). p. 420. 
® Docket No. MC—F—5498, tr. p. 50 

760 M. C. C. 415, p. 423 

8Id., p. 425. 
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timony in the earlier Allied, United, and NAVL cases. It also 
indicates an acceptance of the view that consumer choice is séc- 
ondary to protection of existing carrier ‘positions—that shippers 
should be content with what they have, and should not encourage 
newcomers unless existing carriers completely fail to meet de- 
mands for service. 

(2) The denial of the application in no way curtailed the inter- 
line service by which Wheaton leased large numbers of vehicles to 
Carleton. The decision, therefore, did not remove Wheaton as a 
competitive factor in the New England market—it could continue 
to offer through service between its own area and New England— 
but it did limit the effectiveness of Wheaton’s competition by im- 
posing the awkward interline method upon it. 


As in the 7’ransfer lease opinion, the Commission merely imposed 
administrative obstacles by its decision, and did not prevent the eco- 
nomic activity for which permission had been sought. 


The Commission reconsiders its decisions 


Wheaton petitioned for reopening of the proceedings, and in 1955 
the Commission agreed to reconsider the matter for a third time, but 
denied a request for an oral argument.® Wheaton stressed four points 
in its appeal : 


(1) Applicants did not have to show the frequency of service 
performed, or the public need for a unified service in section 5 
applications. 

(2) Applicants did have to show that the proposed purchase 
would not impair or disrupt existing service. This was the only 
requirement, and the Commission must approve the transaction 
upon such a showing. 

(3) Carleton’s operations under its rights were admittedly 
sporadic, but they were consistent with his facilities and resources. 

(4) The record contained evidence that there was a public need 
for the proposed service. 


The Commission refused to budge from its 1954 decision. It re- 
peated its earlier findings on the need to protect existing carriers in 
statements such as these: 


The mere fact that they use vendee’s service in its presently authorized terri- 
tory and would prefer its service in vendor’s territory is not convincing that there 
is a lack of adequate transportation service available to them from, to, or between 
points in the latter area.” 

In numerous proceedings we have found that, where existing carriers are 
Handling available traffic in an adequate, efficient, and economical manner in the 
territories served by them, they are entitled to protection against the establish- 
ment of a new or additional service unless it is shown that there is a. public need 
therefore which cannot be met: as well by existing carriers. The evidence of 
record is not persuasive that there is any need for the new service proposed 
herein.” 


Summary and conclusions 
Any reading of these opinions inevitably raises a host of vital ques- 

tions. How can the public:need for a,service be shown if not through 

the testimony of shippers? Does the existence of excess capacity nec- 


* FB. S. Wheaton—Control, 11 C. C. H. Fed. Car. Cas. ¥ 33,279 (1955). 
10Td., p. 162. 
1 Thid. 
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essarily indicate a carrier will provide shippers with prompt, efficient 
service? What role does the Commission assign to competition? 
How does it determine the limits of permissible competition? What 
distinguishes the testimony of shippers in the Allied, United, and 
N AVL opinions from the testimony of similar kinds of shippers in the 
Wheaton opinions? What economic benefit does the public receive 
from the protection given to “giant” carriers? Without active rate- 
making by the Commission, which in other public utility regulation 
accompanies the protected monopoly status given to regulated firms, 
how is the protection of motor carriers justified? Why aren’t small 
carriers equally protected from the incursions of large carriers? The 
prior opinions themselves contain few answers to these questions, and 
their failure to do so underscores the impression that the Commis- 
sion’s merger policies are vacillating and ambiguous. 

Even the most recent opinion in this series, in which the Commission 
reversed all its earlier findings, provides few helpful answers.’* 
After agreeing to consider the case for a fourth time, the Commission 
(with four Commissioners dissenting) simply accepted the arguments 
which Wheaton presented. For example: 

(1) The Commission found that Carleton’s operations, though 
sporadic, were consistent with his facilities and resources. 

(2) The testimony of national! acounts and other shippers con- 
vinced them that there was a public need for extensive single-line 
service such as the application proposed. 

(3) The fears of competing carriers were of little weight be- 
cause— 

{An increase in competition] almost always occurs, to a greater or lesser 
degree, when the purchasing carrier is stronger financially and from the 
standpoint of equipment and facilities, than the selling carrier, but we are 
not convinced that the protestant carriers would be affected to any material 
extent or would be unable to meet the additional competition without 
serious impairment of their existing services. It has been frequently 
found in section 5 proceedings, that the mere apprehension by competing 
carriers that they might lose some traffic does not warrant denial of the 
transaction proposed.13 

This final opinion removed the previous inconsistency with the 
Allied, United, and NAVI cases. It added to the competitive service 
available in the New England area, and improved the competitive po- 
sition of Wheaton in the Midwestern States. It largely ignored ad- 
ministrative technicalities—questions such as the dormancy of rights 
and the weight of testimony necessary to show service in the public 
interest. These probably add up to an improvement, but the opinion 
still fails to indicate why the change in attitude came about. There 
is no clear statement of the grounds on which similar cases will be 
judged in the future. There is no reason to believe the Commission 
would reach the same decision if it considered the case again. One 
wonders if the same result would have been reached had the applicant 
been an even smaller carrier, and less able financially to incur the heavy 
expense of the numerous hearings and appeals. 





122 F. S. Wheaton—Control, C. C. H. Fed. Car. Cas. § 33,602 (1956). 
13 1d., p. 670. 
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5. THE ICC AND OTHER CARRIERS: HOWARD VAN LINES 


Howard’s early growth 


The difficulties of Howard Van Lines, Inc. (Howard) provide a 
close parallel to the Wheaton Van Lines experience. Like Wheaton, 
Howard is an important carrier whose growth in recent years has 
been rapid. Again like Wheaton, this growth was largely due to 
internal expansion and not to acquisitions by merger or common 
control. By September 1949, Howard, with headquarters in Dallas, 
Tex., was certificated to serve 29 States (largely in the South, South- 
west, and Midwest) and the District of Columbia. But further 
growth was inhibited by the restrictions in the original certificate, and 
in July 1951, Howard proposed to buy operating rights in the New 
England States (exclusive of Maine) from Elmhurst Van & Storage 
Co., Inc., of Corona, N. Y. 

The Commission approved this purchase of operating rights in a 
decision handed down February 26, 1952.1* The Commission listed 
the factors which’ determined its approval of the purchase in these 
words: 

* * * the available interline arrangements at New York City are unsatis- 
factory, because they result in delays in the handling of shipments and increase 
the cost to the shipper.15 

* * * vendee has 47 large nationwide accounts who frequently request service 
for their employees on movements into the New England area. Those concerns 
lave on numerous occasions requested a single-line service by vendee in order 
to eliminate the long delays caused by the existing interline arrangements.1® 

* * * carriers operating between New York City and New England 
points * * * consolidate shipments, are very busy with their own volume of 
traffic, and operate fully loaded with no additional space available. Vendee 
therefore must either drop the shipment at the local warehouse for storage 
until the interline carrier has space in its equipment to handle the shipment, or 
lease its own equipment to the interline carrier. In the former event, the above 
described delays occur and at times have been as much as 8 to 4 weeks.” 

If the instant transaction is approved and consummated, vendee proposes to 
provide an improved through service into and out of the New England area by 
extending its present systemwide policy of handling shipments to destinations 
without awaiting full trailer loads.” 

The Commission felt these factors made the transaction consistent 
with the public interest. The baffling feature of Commission policy, 
however, is that in denying Wheaton’s application it rejected at the 
same time (1952), a similar proposal to buy rights in the same region, 
to avoid the same interline problem between the same regions, and a 
proposal which was similarly designed to improve the efficiency of 
shipments. Nowhere does the Commission show an awareness that 
the Wheaton and Howard applications posed similar problems. The 
only distinction that seems possible between the two proposals is 
that the Howard application was unopposed by competing carriers, 
und Howard was the larger of the two applicant carriers. 


Hloward’s attempt to enter the Pacific Northwest 


Howard’s good fortune was short lived, however. On July 27, 
1951, it applied for permission to purchase a portion of the operating 


rights of McHugo Transfer Co., Inc. (McHugo) of Spokane, Wash. 


44 Howard Van Lines, Inc.—Purchase—Elmhurst Van ¢ Storage Company, Inc., docket 
No. . 59 M. C. C. 804 (not printed in full) (1952). 

%6Id.. p. 3. 

16 Thid. 
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On December 21, 1951, Howard also — for permission to pur- 
chase the operating rights of the Campbell Transfer & Storage Co. 
pam of Price, Utah. These applications were later consoli- 
ated for joint consideration. This time 11 competing household 
movers protested the application, and the application was denied.?” 

Howard’s problem was this: to go from the Southwest to the Pacific 
Northwest all shipments had to pass through California, since the 
Howard and McHugo rights overlapped in that State only. If 
Howard also purchased the Campbell rights, its authority would over- 
Jap with McHugo’s in Colorado as well. Thus, shipments could move 
from the southwest to the States of Washington, Oregon, Idaho, and 
Montana over alternative routes, i. e., through either California or 
Colorado. Unless there were specific reasons for going through Cali- 
fornia, Howard could avoid the time loss and the extra mileage of the 
California gateway by the purchase of both the McHugo and Camp- 
bell rights. 

Opposition to the application was formidable. In addition to the 
11 competing carriers, the Commission’s Bureau 6f Law appeared as 
protestant in the proceedings. The burden of the protestants’ case 
rested on three main points: 

(1) Howard would use the McHugo rights more actively than 
they had been used in the past. Hence, the acquisition would 
constitute the establishment of a new service. 

(2) Carriers already authorized to serve the Pacific Northwest 
had capacity to meet any shipper demands. 

(3) Howard had Vidlated Commission safety and administra- 
tive regulations in the past, and was therefore unfit to extend its 
operations as proposed. 

Howard tried to rebut these contentions by pointing out— 

(1) that it already operated in the Northwest through interline 
arrangements, although with difficulty and with loss in efficiency, 
and that its competition with existing carriers was not, therefore. 
a completely new factor; 

(2) that a public need existed for through service from South- 
western States to the Pacific Northwest ; 

(3) that its record of violations was no worse than many other 
carriers, and that its record was improving rapidly. 

The testimony on, and adjudication of, each of these points will be 
considered in turn. 


Interline operations in the Pacific Northwest 

Since Howard sought to serve the Pacific Northwest directly, and 
avoid interline operations in the future, the record is replete. with 
testimony illustrating the inefficiency, inconvenience, and inexpedience 
of interlining.* 





17 Howard Van Lines, Inc.—Purchase—McHugo Transfer Co., 60 M. C. C. 57 (1954). 

18 Interlining is a practice whereby a motor carrier may arrange for delivery of a ship- 
ment to an area in which he has no authority. It usually takes one of two forms: (a) The 
equipment, with shipment already loaded, is leased to a carrier.who has authority at the 
destination. Technically, the lessee in this situation has control over both equipment and 
shipment, and is responsible for the delivery. (b) The shipment is transferred physically 
from the van of the originating carrier to a van of the carrier holding authority at the 
destination. Again, the latter carrier is responsible for delivery. Carriers muy interline 
, only if they have overlapping operating authorities, and the, interline. must take place at 
some point both are authorized to serve.;:: Both carriers must also subscribe to the same 
tariff schedule. , 
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(1) The extent of interline operations—The record showed that 
145 shipments moved from Howard territory to California in 1951, 
and interlined there with McHugo for delivery in the Pacific North- 
west. At the same time, 183 shipments moved from the Northwest 
bound for Howard territory, again through interline in California— 
the only area where Howard and McHugo operating rights over- 
lapped. At least 90 percent of the shipments moving out of McHugo 
territory during this period did so in Howard equipment on lease to 
McHugo.*® For a time, Howard also used an additional interline 
arrangement with Republic Van & Storage Co. to connect with 
McHugo in Utah. This avoided the extra mileage entailed by the 
California interline arrangement. However, the Bureau of Motor 
Carriers advised Howard that the Republic interline was of doubtful 
legality, and it was terminated. 

From this it appears that Howard exercised an important influence 
in the Pacific Northwest prior to its application to purchase McHugo’s 
rights, and that competitors already experienced a large sample of 
Howard’s probable competitive impact. 

(2) Interlining involves extra mileage— 


Question. * * * if the shipment originated in Nebraska under your present 
setup, you would have to haul that shipment to a point in California; is that 
correct? 

Answer. Correct. 

Question. Now, from the viewpoint of efficiency of service, looking at the map 
before you, can you tell us the approximate saving in mileage if your company 
was in a position to service the shipment directly in the event this authority 
is granted? 

Answer. To Oregon and Washington? 

Question. Yes. 

Answer. That would depend somewhat on the point, but I would estimate 
around four to five hundred miles saving.?° 


(3) Interlining involves some physical interchange, which increases 
handling and chance of loss. — 


[A physical interchange] would have to be taken off the van and set on the 
dock, and usually it is then moved into the warehouse and then has to be stacked 
in the warehouse and then moved back to the dock and then loaded on the van 
again. That is running approximately 5 to 6 extra handlings that would not 
occur if we had the authority to deliver the shipment direct on the van on which 
it was loaded.” 

Such complaints as we have had with reference to service in the past have very 
largely concerned shipments that had to be interlined. In many cases, the ship- 
ments were physically interlined, the interlining carrier delaying the service to 
the shipper to such an extent that complaints were rendered to the Interstate 
Commerce Commission, and in many cases, our own service to the point of inter- 
line was of no cause for complaint, but the service beyond our interline point 
brought on the dissatisfaction on the part of the shipper.” 


(4) Interlining causes delays in shipping — 


* * * we had a van movement going into the Northwest and contacted a ship- 
per with the authority in that area. He told us to bring the shipment into 
Colorado, which we did, and when the van got there, he said, ‘Well, I am sorry. 
I don’t have any equipment that can take it on through,” and he requested that 


we lease him our equipment in order that the shipment might be handled. It 


19 60 M. C. C. 57, p. 61. 

» Docket No. MC—F-—4978, transcript, p. 93 (testimony of Mr. G. T. Howard, president 
of Howard Van Lines). 

21 1d., p. 214 (testimony of Mr. G. T. Howard). 

22 1d., p. 184 (testimony of Mr. G. T. Howard). 









360 TRUCKING MERGERS AND CONCENTRATION 


was necessary, therefore, to qualify the shipment in the territory, resulting in 
delays in delivery, and also necessitating that we return empty out of that area.” 

Answer. We have delays out of [California] due to McHugo having van space, 
and as I said, we are reluctant to go out and ship for an interline carrier until 
we give up all hope for somebody like McHugo, who has given us his word to do 
the best he can. 

Question. I understand, but even the best, is that enough? 

Answer. No. 

Question. Can you tell us the length of delays that you have experienced before 
a shipment will be picked up in any instance by McHugo for moving into this 
territory? 

= * eg a + x * 

Answer. We have had delays anywhere from a week to 6 weeks.” 

Question. From your experience when you interline a shipment, can you advise 
the shipper in advance the date when the shipment will arrive? 

A. No, sir. 


Asked if he could give even an approximate date of delivery, within 4 
or 5 days, the witness replied: 
Answer. Definitely no, because he don’t [sic] know whether it is going to be 


a through service or remain on his dock, and we find in our business we would 
rather turn the business down than to haul it and interline with another carrier.” 


(5) Zo retain Government business, carriers must accept shipments 
destined outside their authorities— 

If we could convince traffic managers of the Government particularly to give us 
shipments in our present authority and not give us shipments out of our authority 
we wouldn’t want any other authority. I think that anyone who knows the 
terrain in the United States knows the authority we have is a beautiful terrain 
to operate in, but they will not give us into our present authority if we don’t take 
these other shipments occasionally.” 

The record also contains testimony that at the time of the hearing 
(1952) United States Government agencies ordered that no carrier 
be used for Government shipments unless it could offer service on a 
single-line haul.” The Federal Government is the single largest 
shipper of household goods in the Nation. Any tendency to discrim- 
inate against carriers who are required to interline can be ruinous to 
the carriers with limited authorities. Moreover, as the statement 
above indicates, even orders for shipments destined within a carrier’s 
authority may depend on the ability and willingness to carry ship- 
ments elsewhere. Being human, traffic managers undoubtedly pre- 
fer to deal with carriers who can handle any shipment offered them— 
a reaction which inevitably favors the large van lines with nationwide 
authorities, and works against the smaller carriers with limited 
authorities. 

(6) Interline opportunities are limited.— 

In all cases where possible we tried to interline with either Martin Bros. or 
McHugo from points in California, because they are the only two carriers, to my 
knowledge, that operate from California to Oregon, Washington, that have a 


joint or concur in the same tariff we are in * * * the only one of those carriers 
that covers all the territory up there, as far as I know, is McHugo.” 


2 1d., p. 95 (testimony of Mr. G. T. Howard). 

%Id., pp. 413-414 (testimony of Mr. W. R. Anderson, vice president and western regional 
manager of Howard Van Lines). ; 

2Id., pp. 118-119 (testimony of Mr. Howard Wolchansky, president of Security Storage 
& Van Co., Inc.). 

*TId., p. 411 (testimony of Mr. Anderson). 

7 1d., p. 324. 
#1Id., pp. 391-392 (testimony of Mr. Anderson). 
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Statements such as these point up some of the specific problems 
associated with interlining, and tend to support the following ap- 
praisal by Mr. R. K. Hagarty, ICC director in the Dallas, Tex., area: 

* * * in general, I think that a single-line operation is productive of a far 
better operation than any joint-line service or multiple-line service.” 

The only attempt to refute evidence that interlining disadvantages 
carriers required to use it appears in testimony offered by the witness 
for Bekins Van Lines—itself a holder of nationwide operating rights. 
The Bekins witness purported to find advantages of increased efficiency 
in physical interchange of shipments. In his words: 

Answer. * * * where you have this physical handling you maintain efficient 
men who know how to do that. In our method we have drivers who go out and 
pick up that equipment at these terminal points; they pick up these shipments 
and they bring them in, they are trained for that purpose, and many of our line- 
haul drivers do nothing but drive—they are experienced drivers— but we have 
other men who are experienced in loading and unloading and we feel that our 
method of operation where we rehandle shipments is more effiicent than the 
direct movement. 

Question. In other words, the more handling, the more efficient the handling 
becomes, in your estimation? 

Answer. Yes, sir.” 


> * ’” a * . = 
Nevertheless, physical interchange within a van-line system is a 
far cry from interlining between independent carriers. Obviously, 
the losses due to delay and extra mileage are reduced because opera- 
tions within a single-van-line system can be integrated more easily 
and efficiently. Thus, the argument of the Bekins witness really is 
not relevant to the interline problem confronting independent carriers. 


Competition in the west coast region 


The record contains much testimony to the effect that service into 
the Pacific Northwest was poor, and that additional competitive serv- 
ice would benefit the shipping public. For example, Mr. Howard 
Wolchansky, president and owner of the Security Storage & Van Co., 
Inc., of New Orleans, when asked about the availability of service into 
the Northwest, replied ; 

Answer. In the States that I am domiciled in, outside of the national carriers, 
there is no other carrier that can serve Washington and Oregon, much less Ne- 
vada, Idaho, Montana, Utah, unless through an interline arrangement or lease 
arrangement. There is no direct service from those Southern Gulf States to the 
Northwest. 

Question. Has your company been called upon to move shipments moving to 
this territory? 

Answer. Yes, sir, we have turned them down continually.” 

Mr. Wolchansky described instances in which his agents had con- 

tacted the major national movers (specifically Mayflower, United, 
and North American) to take shipments destined for the Northwest, 
but were unable to find ready service through any of them. He also 
testified that he did not fear increased competition from Howard 
because the demand for additional carrier operations was greater than 
existing movers could handle. 

Mr. ‘Orley L. King, representing King Transfer & Storage Co. 
of Tulsa, Okla., offered similar testimony. He gave examples of 


*1Id., p. 525 
»Td., pp. 1384— 1385. 
a 7d., p. 111. 
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delays and inconvenience in handling interline hymen to the 
Northwest. Although an agent of Howard’s, King held operating 
authority in Wyoming and Montana and was therefore a potential 
competitor of Howard. Asked if he thought the proposed transac- 
tion would hurt his own business, King replied: 

I do not. In fact, it is my experience that increased competition, good clean 
competition stimulates business.” 

He also made this statement on the anticipated benefits to the shipping 
public: 

It is my thought that additional service into that particular territory will 
benefit the shipping public because it will make the so-called Big Four a little bit 
more competition-minded and possibly give a little bit more service out of them 
than we have been getting in the past.” 

He later identified the “big four” as Mayflower, United, North Ameri- 
can, and Allied. 

Another witness, Mr. Orville K. Ferry, represented Republic Van 
& Storage Co., a large van line with its main office in Los Angeles. 
He testified that Republic supported the proposed transaction because 
it expected to be able to consolidate loads with Howard from time to 
time, and that the public would benefit from the added facilities. He 
described the problem of a shipper attempting to move to Utah or 
Nevada in these terms: 

I have had people call me for service, I have talked to people personally and 
they say they have tried carrier after carrier, and I tell them very frankly that 
our equipment is overtaxed now and that we can’t give them very good service, 
but that we will haul it eventually, and I will get called back later and say, 
“Well, we have tried other carriers and the situation is the same, some of them 
can’t promise delivery at any time. Let us know what the best you can do is,” 


and we try to take care of them. We really do our best to take care of them, 
but we just can’t always do it.™ 


He later added: 


Yes, there’s a lot of competition in California. I will add, very frankly, 
that they don’t fight too much for Utah and Nevada, though.” 

Typical of opposition testimony on the expected competitive effects 
is that of Mr. F. L. McKee, president of the National Van Lines. His 
estimate of the competitive effects of the transaction was: 

Answer. It would give us greater competition at all points at which we solicit 
business in [the States concerned] and in the States in the East in which we du- 
plicate in authority. 

Question. And having in mind your testimony that the westbound movement 
is greater than the eastbound into the States of Washington and Oregon, will 
you tell me, please, in your opinion, would that to a greater extent create an 
unbalanced operation for you? 

* * * a * a & 

[Answer.] Yes; it would further unbalance the tonnage.” 


Mr. McKee was also questioned on the effects of the Howard- 
McHugo interline arrangements. His answers reveal clearly the ad- 
vantage which competitors derive from Commission denial of pur- 
chase applications. 
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Question. Do you benefit by any, the fact that Howard Van Lines may have 
to pay any additional sum for leasing equipment? 
Answer. Yes. 


* * 2% * * * * 

Question. If as counsel commented, there is a single-line service now between 

those points, then would that present a new competition to you? Would it? 
To Oregon, Washington and California, and other points? 

Answer. Well, I might answer it this way, that we certainly wouldn’t sub- 
scribe to the one-line haul under the acquisition arrangement because it will 
build up our competition, and as long as a transfer is required or any other 
inconvenience, that discouragement is helpful to us in holding down the competi- 
tion. In fact, anyone who doesn’t have the authority should let the person 
who does handle the business. 

Question. You have had the direct competition of Howard Van Lines in ship- 
ments originating in that territory for the past 20 months, have you not? 

Answer. We have felt it.” 

This testimony is even more interesting in light of the fact that 
National Van Lines itseif received authority to operate on the Pacific 
coast only 2 years earlier. Mr. McKee stated that National’s applica- 
tion was opposed by the same carriers appearing in opposition to 
Howard’s applic: ation—with the exception, of course, of National. 
With authority firmly in hand, Mr. McKee was willing to ~ the 
idea that only firms having authority in a given area should accept 
shipments destined for it. 

rT . a : . . 

The Aero Mayflower representative expressed the view that in- 
creased competition would inevitably reduce the efficiency of the 
existing carriers: 

It is my definite opinion that there are enough operators in the field at this 
time. The reason, if additional carriers were to be added, it would—that is not 
going to increase the amount of tonnage available; so, therefore, there is only 
one conclusion to draw—as it is divided, it is going to cut down your load factor, 
which, in turn, can cause the service to the general public to suffer.” 

The witness for Mollerup Van Lines flatly predicted Howard’s com- 
petition would produce disastrous results: 

Question. Now if the Commission were to authorize the acquisition, do you 
have no opinion as to whether the entry of Howard into the territory would have 
any effect one way or the other upon your operation? 

Answer. Well, it would be disastrous to me. 

Question. And why do you make that statement, Mr. Mollerup? 

Answer. Well, because if he opens up an office here, the rest of the competition 
you have got, you are going to lose your portion of the business and the way 
Howard conducts his business it would make an awful hard situation for anybody 
to compete with him.” 


Other major van lines made similar points in their testimony. 
The issue of carrier responsibility 

The Commission’s Bureau of Law appeared in opposition to 
Howard’s application. It produced witnesses of its own and cross- 
examined those of the applicant in an effort to show that Howard had 
committed numerous violations of the Motor Carrier Act, and was, 
therefore, irresponsible and unfit to expand operations. These viola- 
tions included items such as: failure to meet Commission require- 
ments with respect to damage claims and claim files; noncompliance 
with safety regulations; irregular ities in drivers’ logs; failure to keep 





7 1d., pp. 1111-1 
%1Id., pp. 1140-1 
8% 1Td., p. 1281. 
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doctors’ certificates of driver fitness on file; a nolo contendere plea in a 
criminal information charging failure to report accidents; irregulari- 
ties which made the McHugo interline unlawful. The Bureau’s 
charges weighed heavily in the Commission’s opinion, but the hearing 
record contains much that places them in a different perspective. 

_Howard’s attorney, Mr. Nathan Zelby, obviously felt the Commis- 
sion was attempting to thwart his client by turning a purchase appli- 
cation proceeding into an investigation of conduct. Attorney for the 
Bureau of Law, Mr. Bernard English, appeared anxious to prevent 
any showing that Howard was a responsible carrier, conscientiously 
trying to remedy past defects. Examples of this appear in the 
testimony : 

Question. Can you tell us whether difference in operation ensued following 
the acquisition of the company by the Howard Van Lines? 

Mr. EncuisH. I will object to that as irrelevant and immaterial.“ 

Question. Tell us in your own way what you know with respect to the opera- 
tions of Howard subsequent to its operations [sic] with respect to conformance, 
compliance, willingness to serve. 

Mr. EneiisH. I am going to object to that as being incefinite. * * * If he 
has a particular period of time, he may ask concerning that.” 

Question. [Mr. Zelby questioning the Dallas area director of the ICC.] Have 
you found in your experience that intensive investigation results in the discovery 
of * * * technical violations with respect to compliance with daily logs? 

Answer. Yes. 

Mr. EneiisH. Objected to as irrelevant and immaterial to any issues in this 
proceeding,” 

Several members of ICC regional office staffs testified, and in the 
course of cross-examination commented favorably on Howard’s per- 
formance and compliance with regulations. For example, Mr. L. J. 
Whitehead, district supervisor, Bureau of Motor Carriers, agreed 
that the number of claims and complaints against Howard had de- 
creased in 1952 relative to 1951, and that— 


* * * there has been a definite consistent improvement in that regard, I mean, 

comparing one year with another.“ 
In further questioning he indicated that Howard was anxious to 
remedy defects when called to its attention, and that there was little 
trouble securing cooperation. In general, Mr. Whitehead seemed to 
approve of Howard’s conduct as a carrier, although he expressed 
some qualifications and reservation of judgment. 

A former district director, Mr. Tilden L. Childs, was more inclined 
to give Howard a positive recommendation. Commenting on the im- 
provement in Howard’s operations after purchasing the line from 
its predecessor, Mr. Childs said: 

* * * now I do think that after, say about 1948 or 1949, Mr. Howard’s operation 
improved materially and, as Mr. Whitehead testified, consistently. We had 
many talks with him and at all times I can substantiate Mr. Whitehead’s testi- 
mony, he appeared cooperative and he convinced us in our own minds that he 


was honestly and sincerely wanting to comply as far as possible with the regu- 
lation of the Commission.“ 


#1d., pp. 558-559. 
“11d., p. 541. 
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When it was brought out that more complaints had been filed against 
Howard than against other carriers in the area, Mr. Childs refused 
to draw any adverse inferences from this fact: 

I think this, that I think that I probably received more complaints during 
those years against Howard Van Lines than I would any particular national 
line, but I would still base that on the volume of shipments; in other words, 
I would think that Mr. Howard, he would originate or receive more shipments 
within my territory than the ordinary van line would because of his location.” 
Concerning the feasibility of complete compliance, Mr. Childs went 
on to say: 


* * * T don’t think now that any carrier under my jurisdiction, as district 
director, that had any volume of business, whether household goods, oilfield 
equipment, or general commodities, did or could at all times meet all the regu- 
lations of the Interstate Commerce Commission or the Railroad Commission of 
Texas and I didn’t expect that.“ 

Clearly, Howard violated Commission regulations on numerous oc- 
casions. However, in a context provided by the testimony of ICC 
supervisory officials themselves, these violations were not the acts of 
an irresponsible, uncooperative carrier. In the qualified opinion of 
these officials, no carrier completely eliminates all violations. More- 
over, they further testified that Howard’s compliance had been con- 
stantly improving, not deteriorating, and they were unwilling to con- 
demn the applicant in general terms. It is not clear from the hearing 
record just why the Bureau of Law made such a strenuous effort to 
block Howard’s application, but it is clear that the Bureau played 
an important part in achieving that result. 


Summary and conclusions 


The Commission reviewed the record and found that the Campbell 
and McHugo rights would be used to provide a radically different 
service. This required proof of public need for the service, and How- 
ard failed to provide such proof. The Commission said: 

There was no serious attempt by the applicants to show any public need for the 

proposed service. In view of the extensive service currently available to the 
considered areas by protestants, it is clear that there is no warrant for conclud- 
ing that additional service is required by the shipping public in the territory 
embraced in the applications.“ 
The Commission did not regard the interline operations between How- 
ard and McHugo an indication of public need for such service. 
Rather, it found these operations “ * * * actually represented an ex- 
tension of the Howard service into and out of that territory” which 
amounted to a lease of the McHugo rights in violation of section 5.8 
The Commission ordered the arrangement terminated, or revised to 
vest full authority under any interline in the hands of the carrier 
holding the operating rights. 

Furthermore, the Commission felt that approval of the application 
would harm competitors, because— 

The operating authority sought to be acquired, coupled with Howard’s existing 


operations, would result in a service that would provide vigorous competition 
to existing carriers, with the resulting adverse effect on their revenues. “ 


“1d., p. 577. 


“Id., p. 68. 
# Id., at p. 67. 
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Finally, it felt the history of violations by Howard justified— 


* * * the conclusion that it may not properly be found fit to extend its opera- 
tions in the matter proposed.” 


Although the application was denied February 23, 1954, the case 
remains active. The Commission approved petitions to reopen the 
proceedings on July 18, 1955, and briefs for applicants and protestants 
were filed August 1 and 2, 1956. If one considers the history of the 
Wheaton Van Lines cases, and places them alongside the pattern in 
the Howard opinions, it seems quite possible that the Commission will 
eventually approve the transaction. Except for the intervention of 
the Bureau of Law, opinions involving these two firms contain many 
striking similarities—similarities which may yet include a reversal of 
earlier decisions. 

The Howard cases illustrate the application of directly conflicting 
merger policies: 

First, the Commission followed different policies toward different 
carriers. Howard was allowed to purchase rights in New England 
while Wheaton was not—despite the fact that the two applications 
were submitted at the same time, affected the same area, and involved 
the same policy considerations. 

Second, the Seamniedion followed different policies toward the same 
carrier. Howard’s acquisition of rights in New England was ap- 
proved in order to eliminate awkward interline arrangements, pro- 
vide single-line service for national accounts, and improve the effi- 
ciency of service in New England. Howard’s projected foray into 
the Pacific Northwest, however, was blocked—primarily because the 
Commission decided to resolve identical issues by diametrically op- 
posite standards. No longer was Howard found fit to expand his 
service; no longer were Howard’s interline problems a matter of se- 
rious concern; no longer was the competitive impact on Howard's 
rivals a question of secondary importance. 

Thus, the Howard decisions did little to assure the public that 
regulation of the motor carrier industry is a rational, purposeful 

rocess, or that the Commission pursues some well-defined policy ob- 
jectives with respect to industry structure and performance. 


6. THE INTERSTATE COMMERCE COMMISSION AND OTHER CARRIERS: 
BALLARD & SKELLET VAN LINES 


The background of the case 


The Ballard & Skellet case is of dual significance. On the one hand, 
it points up the Commission’s evaluation of the economic basis of 
merger applications. On the other, it permits an examination of the 
nature of merger applications. , 

At issue was a proposed rearrangement of certain properties under 
the control of two brothers, Oliver and Thomas Skellet.** Complex 
intracompany and intercompany relations were involved, but the 


5° Td., at p. 70. 

50a As this report goes to press, the prophetic accuracy of this statement has been vali- 
dated by Commission approval of the McHugo purchase. The Wheaton-Howard parallel, in 
terms of vagueness, vacillation, irresolution, and indetermination, is now complete. See 12 
Federal Carrier Cases, par. 33874. A 

“a Ballard & Skellet Van Lines, Inc.—Consolidation, 58 M. C. C. 539 (1952). 
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plan proposed to the Commission concerned the Ballard Storage & 
Transfer Co. of St. Paul, Minn. (Ballard company) and Skellet 
Van and Storage Co. of Minneapolis, Minn. (Skellet company )— 
both carriers holding authorities from the Commission for interstate 
household moving. These firms held their rights as successors to 
firms dating back to 1910. Ballard company was owned by Oliver 
T. Skellet; Skellet company was owned by Thomas J. Skellet. Bal- 
lard company held authority to operate in 29 States and the District 
of Columbia. Skellet company’s rights included all States served 
by Ballard company (except Montana) plus six additional States not 
served by Ballard company. Ballard company’s gross operating 
revenues were $513,184 in 1950; Skellet company’s gross revenues were 
$308,320 in 1951." 

The Skellet brothers formed Ballard & Skellet Van Lines, Inc. 
(Van Lines), a Minnesota corporation. On May 24, 1951, the Ball- 
ard and Skellet companies filed application for Van Lines to acquire 
the rights and certain equipment from Ballard company, and the 
rights in six States—those States not covered in Ballard company’s 
authority—and certain equipment from the Skellet company. This 
would give Van Lines all the nonduplicating rights held by the two 
companies. Since Van Lines did not need most of the Skellet com- 
pany’s authority, the brothers sought permission to sell the unwanted 
portion of Skellet company’s rights to a third carrier, Watson Bros. 
Van Lines and Heavy Hauling Co. (Watson) of Omaha, Nebr. Pur- 
chase price for the rights was set at $25,000. 


Anticipated benefits from the proposed transaction 


Watson held radial rights in 8 midwestern States to move house- 
hold goods, as well as additional specialized rights. The radial rights, 
however, were extremely cumbersome and imposed tremendous limita- 
tions on Watson’s ability to offer service. They required, among other 
things, that Watson use a Nebraska gateway within 100 miles of 
Omaha. 


* * * with the result that circuitous routing is required in connection with 
shipments moving for example, between points in Minnesota or Wisconsin, on 
the one hand, and, on the other, points in Iowa, Missouri, or Illinois.5° 


Most cross-hauling within the 8-State area was prohibited under these 
radial rights. If Watson could obtain the Skellet company’s rights, 
its operations would be greatly simplified. As the Commission de- 
cribed it, 


In addition to the elimination of circuitous operations, which Watson con- 
siders objectionable not only from the standpoint of cost, but also from the 
standpoint of interference with satisfactory service to the public and operating 
practices in general, operations under the unified rights would permit it to re- 
tain on its own lines traffic which it is now interlining with connecting carriers, 
principally Howard and Mollerup Van Lines, under lease of equipment arrange- 
ments, for delivery to points without the scope of its existing authority but 
within the scope of the rights of Skellet company.5* 


Mr. W. H. Thickett, general traffic manager for Watson, was more 
direct in his statement of benefits to be derived: 


Question. What do you feel that the granting of this application will do as 
far as your company is concerned? 


Id., at p. 542. 
S1d., p. 547. 
54 Thid. 
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Answer. Well, it will save us a pile of money for one thing, and it will allow 
us to operate in a more feasible and more realistic manner. It will allow us to 
have better control of our equipment and our deliveries and personnel, and it 
will enable us to eliminate numerous small infractions of the certificates that 
are constantly cropping up even though we do our best to guard against them. 
It will enable us to give better service to the customers we serve. Frankly, the 
benefits are so numerous that I couldn’t even enumerate them all.55 


The Skellet brothers anticipated much more modest advantages. 
They planned to center all interstate operations in Van Lines; Ballard 
Co. and Skellet Co. would continue to operate, but only on a local and 
intrastate basis. This would eliminate a certain amount of waste and 
delay experienced when the two firms operated independently of one 
= er. Mr. Oliver Skellet stated his estimate of the savings in these 
words: 


The big saving will be in condensing the loading between us as aganist the 
present method where each one must load his own. There may be minor savings 
in solicitations, things of that sort.™ 


Probably the most important benefit would be resolution of questions 
of common control by the brothers which were raised in previous opin- 
ions by the Commission.” 

Of the parties to the application, Watson expected the greater bene- 
fits. It stood to escape the limiting, inconvenient radial authority it 
possessed, whereas Ballard and Skellet companies would operate in the 
same area and with little basic change in operating method. The Wat- 
son testimony was therefore the more vigorous, and the statements of 
Mr. Thickett contain blunt descriptions and appraisals of interlining. 
When asked, for example, how Watson could save money by acquiring 
the old Skellet company rights, he replied : 


Well, under the present arrangement you have a carrier that holds the author- 
ity taking the cream off the top of the milk, and we are getting skim milk. We 
pay him what you call lease money in order to operate into the States in which 
we don’t have the authority, and in many cases, it amounts to as high as 15 per- 
cent, and when you take 15 percent off the top revenue, you haven’t got much 
left. 


Why, then, did Watson accept shipments if they were unprofitable? 


Well, let’s not say it is unprofitable, let’s say it is not as profitable as it should 
be, and it doesn’t give us the return on our investment that we should have. 
There is a small amount of profit in it, of course, or we wouldn’t do it.” 


Did this mean that the service deteriorated? “Naturally the serv- 
ice is as good as we are willing to make it.”® The words “interlin- 


ing” and “leasing” were used in the discussion, and Mr. Thickett was 
asked if they referred to the same thing. He replied: 


Answer. Not exactly. It is meant to sound that way, and that is the way we 
lead the Commission to believe it is, and everybody else, the customers alike; 
however, interlining as I look at it is if we take service on a shipment from a 
point in our territory going to a point outside of the scope of our operating 
authority, and it could be the physical transfer of the lading at a point common 
to both, whereas the leasing is predetermined in advance and we don’t even see 
the company that is leasing the equipment, they never see the equipment. It is 
just leased to them and it is a means which is in effect of leasing by any carrier, 


ra Dockat Be. MC-F-4869, Tr. p. 172. 

st Ballurd Storage & Transfer Co.—Lease—Ballard, Inc., 55 M. C. C. 397 (1948): Ral- 
lard Storage & Transfer Co.—Purchase—Ballard, Inc., 56 M. C. C. 805 (1949). 

Docket No. MC-F-4869, Tr. p. 172. 

&1d., pp. 174-175. 

© Td., p. 175. 
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whether it be Watson or anybody élse. If it is studied carefully, it isn’t the 
leasing of equipment, it is the leasing of authority. 

Question. You propose to continue that odious leasing. arrangement that you 
object to into the territory you are not getting in the Skellet rights? 

Answer. To the extent we have to, if we are forced to do it. There is no other 
way to do business.” 


Objections of the protestant carriers 


Ten competing carriers intervened to protest the application. 
Their opposition centered around five main contentions: 


(1) Van Lines would conduct the same operations which the 
Ballard and Skellet companies performed separately. 

(2) The sale of Skellet company’s rights to Watson would, 
therefore, “enrich” that firm without diminishing its ability to 
continue operations as in the past. 

(3) Acquisition of these rights by Watson, however, would 
constitute a new additional competitive service over a 28-State 
area. 

(4) Corporate relations among firms controlled by the Skellet 
brothers would be “pyramided” in contrast to usual Commission 
policy which favored corporate simplification. 

(5) Watson was under joint control with a common carrier. 
Protestants feared that Watson’s equipment would be leased to 
the common carriers at times when return loads of household 
goods were not available. This would give Watson a competi- 
tive advantage over other movers not having sch opportunities. 


Watson’s attorney, Mr. L. G. Kaplan, attacked the contention that 
Watson would be a new competitive factor, and that the transaction 
would affect the protestants In any way. His cross examination of 
Mr. L. L. Peterson, assistant to the president of North American Van 
Lines, Inc., was particularly effective in this respect: 


Question. Now, isn’t it a fact that if this application is granted and approved 
there will only be two competitors, Watson and the [Ballard and] Skellet Van 
Lines Co.? 

Answer. Competitors will still be there; or the competition, as I understand, 
will be there; the same personnel; everyone will still be working for the same 
amount of business or more business as previously. 

Question. Well, but those same people are there today, aren’t they? 

Answer, Yes. 

Question. Well, how will that situation change if this application is granted? 

Answer. It will extend the operations of Watson who in my opinion is a lot 
more aggressive in that territory they are going into. We know that if they 
get them, it will take a lot of tonnage from North American. 

Question. It might take it from the new Skellett Van Lines, mightn’t it? 

Answer. Possibly. 

Question. Well, Watson is in the territory now, aren’t they? That is, by 
virtue of operations in conjunction with Mollerup and Howard Van Lines? 

Answer. Yes; I understand they are. 

Question. Well, how will that situation change? 

Answer. Well, Watson is unable to—I won’t say unable, I say Watson does 
not advertise in this outside territory beyond their own scope very extensively, 
and if they do at all—but now if you advertise you are going to get some inquiries 
and if you get inquiries you are going to get business.” 


Kaplan established that the number of household goods carriers 


had increased over the period 1948 to 1951, and continued his ques- 
tioning in this vein: 


1 1d.,'p. 176. 
2 1d., pp. 210-211. 
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Question. But despite that in a period of less than 3 years you have doubled 
your business? 

Answer. That is right. 

Question. Here are 3 companies doing less than a million dollars and this 
application seeks to provide 2 carriers where there are now 3, and you still feel 
that that is going to certainly adversely affect North American. 

The examiner here overruled an objection by counsel for North 
American. 

Answer. Yes; it would in this particular instance because the scope of ter- 
ritory that is being asked for is quite extensive. Watson Transportation is 
aggressive and I have no reason to doubt that Watson Van Lines will be as 
aggressive as I stated before, if granted a scope of authority of this magnitude, 
and they advertise, and if they appoint agents, certainly they are going to get 
business which North American is now handling, can handle, and wants to 
handle.® 

Kaplan later pointed out that North American’s records showed 
pickups that ranged from 3 days early to 15 days after the time the 
customer requested. He then asked Mr. Peterson: 

Question. * * * is it giving prime consideration to a shipper when you pick 
up his merchandise 6 days after he wants it picked up? 

Answer. It is subject to the availability of your equipment, certainly. 

Question. Well, then, it is your convenience, isn’t it? 

Answer. Yes.” 

The presiding examiner recommended approval of the transaction. 
He felt that protestant’s fears of the competitive advantage held by 
Watson due to its common control with a general freight carrier were 
“largely conjectural” and not supported by the evidence. More im- 
portant, he felt that the transaction would not alter the competitive 
situation. He found that the Ballard and Skellet companies were 
quite independent in their operations. He felt that after the trans- 
action protestants would still meet competition from only 2 sources— 
Watson and Van Lines—just as they currently met competition from 
only 2 sources—Ballard company and Skellet company. To this, he 
added the comment that— 





The fact that the Ballard and Skellet companies would continue their intra- 
state operations together with their storage and warehousing businesses, and, 
at the same time, solicit and book shipments for Van Lines, does not appear 
to represent a marked departure from the agency representation provided for 
nationwide carriers by persons engaged in similar activities.” 


The protestants took exception to the examiner’s findings. They 
heavily stressed the duplic ating, close relationships alleged to char- 
acterize the Skellet brothers’ operations, and protested the “tr afficking 
in rights” and “unjust enrichment” represented by the transaction. 
To this applicants replied that— 

In this proceeding, where Ballard and Skellet are taking the necessary steps 
to eliminate the holding of duplicate rights under any kind of common control, 
the intervenors appear and object. The approval of this application will elimi- 


nate the very feature that the intervenors are complaining about, that is, that 
there is common control of duplicate rights.” 


Authors’ summary 


Whatever the merits of the many questions raised in this case—or of 
questions not raised—the Commission limited its concern to the pro- 


8 Td., at pp. 211-212. 

“Td. at p. 224. 

® Proposed Report by James L. Smith, Examiner, January 30, 1952, Docket No. MC-F- 
4869, sheet 12. 

% Reply to Exceptions, April 11, 1952, Docket No. MC—F-4869, p. 5 ; emphasis in original. 
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priety of selling the rights... Its summation of the issues as it saw 
them, and its evaluation, was contained in this brief statement: 

Approval of the two transactions as proposed by the parties would permit 
Van Lines to serve the very same territory now embraced in the operating rights 
of the Ballard and Skellet companies and, at the same time, permit Watson to 
render a duplicate independent service in substantially the same territory. In 
other words, approval and consummation of the transactions would enrich the 
Ballard and Skellet interests by $25,000 without diminishing in the slightest 
degree the continuance of the same service now provided by their companies or 
having any appreciable effect on the volume of traffic transported by those com- 
panies. Under such circumstances, in our opinion, the transactions would not 
be consistent with the public interest.” 


This is a remarkable statement. Ballard and Skellet Van Lines is 
willing to increase its own competition—Watson would operate in 
almost the identical territory as that retained by Van Lines—in return 
for payment of a $25,000 purchase price. The willingness to sell indi- 
cates a willingness to risk the pressure of increased competition, or a 
confidence that there is enough business for all. If the Commission 
feels that the transaction will not have any “appreciable effect” on the 
Ballard and Skellet interests, why should any other firm experience 
an adverse effect from the same competition, particularly the large 
national van lines. 

Furthermore, denial of the application does nothing to resolve the 
question of common control of Ballard and Skellet companies. For 
all these reasons, it is difficult indeed to understand how the Commis- 
sion found the transaction inconsistent with the public interest—the 
question of service in the public interest was never posed. 


7. THE I. C. C. AND CARRIERS OF VARYING SIZE 


The preceding sections contained rather detailed résumés of im- 
portant Commission opinions. The purpose of the authors has been 
to illustrate the ambiguity of the Commission’s merger policy. Other 
opinions reinforce this conclusion, as the following less detailed sum- 
maries will show. 

The American Red Ball opinion 


On April 3, 1951, the American Red Ball Transit Co., Inc. (Red 
Ball) applied for permission to buy additional operating rights from 
B & H Transfer & Storage, Inc. (B & H Transfer). Red Ball is an 
Indianapolis, Ind., firm, and prior to 1951 held rights in 39 States and 
the District of Columbia. Roughly, these rights covered an area east 
of the Rocky Mountains. With the growth of business, however, Red 
Ball encountered an increasing demand for service to the Southwest 
and Pacific Coast States. Interline service was an unsatisfactory sub- 
stitute for full operating authority. As the Commission described 
the problem: 


[Red Ball] finds that household goods cannot be readily transferred en route 
because [of] the risk of breakage and damage, and that a general unwillingness 
exists on the part of shippers to tender shipments of household goods to carriers 
which cannot assure service in the same vehicle from points of origin to destina- 


tion. It contends that the institution of the more attractive single-line service 


7 58 M. C. C. 539, pp. 551-552. 
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would permit it to expand its present volume of traffic moving between points 
served and those in the area proposed to be acquired.” 

B & H Transfer held ye in the area which Red Ball sought to 
serve. Moreover, B & H Transfer was in the process of dissolution 
for reasons which had nothing to do with Red Ball’s desire to pur- 
chase its rights. Under the circumstances, the transaction offered a 
seemingly unobjectionable epperaniy for Red Ball to improve its 
operations and eliminate interlining on westbound shipments. Even 
the Commission agreed on this point: 

The evidence adduced warrants the conclusion that approval of the trans- 
action would permit Red Ball to improve its operating position, and enable it 
to compete more successfully with existing carriers. Red Ball is an experienced 
motor carrier and is well established in its territory. It has sufficient employees, 
finances, equipment, and other facilities, to conduct the unified operations in an 
efficient manner. 

However, 10 carriers opposed the application, including all the 
major nationwide van lines except United Van Lines. Their fear 
of the competition Red Ball might offer with additional authority was 
apparently controlling. The Commission described protestants’ posi- 
tion in these words: 

The evidence shows that all reasonable and normal requirements of the ship- 
ping public are being and have been met by the service of existing motor carriers. 
It also shows that in many instances interveners can and do render the service 
on the date demanded, and that shipments are moved from origins to destina- 
tions without delay * * * Interveners assert of record that because of a lack of 
freight they are now confronted with the burden of operating vehicles empty or 


partly loaded, and with the problem of curtailing their present business activities 
to the extent required to meet existing needs.” 


In reaching its decision, the Commission noted : 


* * * the conclusion is warranted that interveners * * * cannot well afford 
to lose any of the business they now enjoy, particularly California freight destined 
to eastern points.” 

It coupled this conclusion with the finding that B & H Transfer had 
not presented convincing evidence of active service under the rights, 
and went on to state: : 

No real basis exists in the instant record for concluding that B & H Transfer 
actually has been operating to any appreciable extent in the territory covered by 
its certificate. In the absence of evidence of a real need for a revitalization of 
the operations as proposed by Red Ball, the transaction may not properly be 


approved, especially where, as here, interveners are and have been providing 
adequate service to the public.” 


Authors’ summary 


In essence, the Commission feared that Red Ball could provide im- 
proved service under the B & H rights and thus challenge the estab- 
lished competitors. Therefore, Red Ball’s application to purchase the 
B & H rights was denied. Here, as in other cases, the Commission 
never questioned the premise that its chief responsibility was to pro- 
tect those carriers. Why, for example, would an applicant wish to 
enter an area which is so competitive that established carriers can 
hardly make ends meet? Why should a carrier be denied the oppor- 
tunity to take entrepreneurial risks, if he—and his customers—con- 





«® American Red Ball Transit Co.—Purchase—B & H Transfer & Storage, Inc., Docket 
No. MC-F-4846, 58 M. C. C. 813 (1952) (not printed in full), p. 5. 
® Thid. 
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sider the risk worth while? Is it a proper function for the Interstate 
=r Commission to stifle competition which market conditions 
evoke 


The Continental Transfer opinion 


The Continental Transfer & Storage Co., Inc. (Continental) a small 
household mover of Dallas, Tex., attempted to enlarge its operating 
territory under an application filed January 15, 1953. At that time, 
Continental held rights to serve 29 States and the District of Columbia. 
It sought permission to expand into 4 more Midwestern States by pur- 
chasing rights from Ace Lines, Inc. (Ace), of Fargo, N. Dak. The 
Commission described the purpose of the application in these words: 


[Continental] desires to acquire the considered rights of [Ace] so that it may 
render a single-line service between points in its present extensive territory * * * 
It has had requests for this service from military personnel stationed at military 
establishments at San Antonio and other points in Texas, but has had difficulty 
in securing interchange arrangements with other carriers. It has had to either 
refuse to accept shipments destined to points in 3 of the 4 States involved or to 
arrange for the movement of its vehicles over the lines of other carriers. It 
appears that the institution of the single-line service would permit it to retain 
and expand its present volume of traffic moving between points in its present 
territory and those in the area authorized to be served by [Ace’] rights. The 
proposed unification, if approved, would no doubt improve vendee’s operating 
position and enable it to compete more successfully with other carriers which 
have operations in the same general territory.” 


Six of the Nation’s largest van lines opposed the application, and 
claimed there was no need for the proposed service because they were 
able and willing to handle any demands involving the area under con- 
sideration. As far as the Commission was concerned— 


The evidence of record discloses that all reasonable and normal requirements 
of the public in the territory served by vendor are being adequately provided for 
by the service of existing motor carriers. It also shows that shipments are 
moved from origin to destination within a reasonable time and in a manner 
satisfactory to the shippers. Interveners are well equipped to provide all of 
the service needed in the territory authorized to be served by [Ace].™ 


This was apparently enough for the Commission, for it denied the 
application with this explanation : 


In a number of proceedings it has been found that where, as here, other car- 
riers with competitive operations or with operations in the same general terri- 
tory as that of the selling carriers, have made substantial expenditures in de- 
veloping facilities to handle all available traffic and the record shows that they 
are rendering an adequate service, in the absence of evidence of a real public 
need for additional service, they are entitled to protection against the establish- 
ment of what would be for all practical purposes, a new service in competition 
with them and that such protection should not only be afforded to existing 
carriers but should be afforded for the further purpose of promoting stability 
and sound economic conditions in the industry and the rendition of an adequate 
service to the public.” 


In this fashion, the Commission equated protection of entrenched 
positions with “stability” and “sound economic conditions,” and there- 
fore with the public interest. It is doubtful if any businessman, in 
any line of commerce, would say that he was not interested in addi- 
tional sales. Yet the Commission accepted, without much question, 
the statement of the major van lines that they were willing and able 


73 Continental Transfer & Storage Co., Inc.—-Purchase (Portion)—Ace Lines, Jnc., docket 
No. MC-—F-5375, 59 M. C. C. 809 (1953) (not printed in full), pp. 3—4. 
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to meet any demand for service made upon them, and used this state- 
ment as the ratio decidendi in denying Continental’s application. 


The Von Der Ahe opinion 


In a decision handed down on November 2, 1954, the Commission 
denied Von Der Ahe Van Lines, Inc., of St. Louis, Mo., permission 
to expand through the purchase of additional operating rights.”* The 
opinion overruled the findings of hearing examiners, and while vague 
on important matters, it provided an unusually clear insight into the 
Commission’s interpretation of the public interest. 

Von Der Ahe Van Lines sought permission to purchase the rights 
of two other carriers, Swormstedt Storage & Van Co. of Columbus, 
Ohio, and Hobart, K. McDowell, doing business as City Transfer & 
Storage of San Angelo, Tex. While duplicating Von Der Ahe’s 
rights in some respects, these acquisitions would permit Von Der Ahe 
to serve six new States, mostly on the east coast. Von Der Ahe’s 
problem was the familiar one of a poorly integrated authority neces- 
sitating an expensive and irrational routing of loads. In the East, 
for example: 

At times [Von Der. Ahe’s] vehicles move loaded from St. Louis to points in 
Ohio, from there empty to New York, N. Y., or some other authorized eastern 
point, and from there back to St. Louis with a load. At other times the equip- 
ment is loaded with consolidated shipments from St. Louis to New York and 


Maine, but, as vendee may not serve Maine, it leases the entire load to a carrier 
authorized to render the entire service.” 


In the Southwest, the problem was slightly different : 


In handling consolidated consignments [Von Der Ahe] drops shipments at 
such points as Wichita and El Paso, Tex., for delivery by connecting carriers 
to destinations in Arizona and New Mexico, while its vehicles, proceeding to 
California with the remaining shipments, pass through New Mexico and Arizona 
relatively near the consignee’s location. Although three-fourths of the load 
may be destined to California, the traffic on occasion has been moved under a 
“leasing arrangement” at a cost to [Von Der Ahe] of as much as $200 a load. 
* * * Under the unified operations [Von Der Ahe] would establish an office and 
warehouse in San Angelo, consolidate shipments consigned to points in Califor- 
nia, Arizona, and New Mexico, and provide a direct through service.” 


In both cases the proposed acquisitions would permit direct service 
to these areas by legal means rather than by resort to indirection. 

The examiners, in their earlier opinion, found that the service 
offered the public was deficient in some respects, and that Von Der 
Ahe’s proposal offered hope for improvement. There were objec- 
tions to those views, of course, and once again the list of protestants 
read like a roster of the large and important van lines—Allied, 
Bekins, Lyon, North American, and National. As in many other 
cases, protestants claimed that the proposed merger would create a 
new and improved service, reactivate the practically dormant rights 
of vendors, and have a detrimental competitive impact on protesting 
carriers. 


Authors’ summary 


Unlike the examiners, the Commission was impressed with these 
arguments. 


% Von Der Ahe Van Lines, Inc.—Pur.—Swormatedt Storage, 60 M. C. C. 598 (1954). 
7Td., p. 598. 
7% Id., pp. 599-600. 
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* * * while Swormstedt and McDowell have operated on a substantially 
limited basis and have afforded little if any competition as actual carriers under 
most of their rights, [Von Der Ahe] would reactivate the rights under full-scale 
operations and, in combination with its own, provide a through service not here- 
tofore afforded by the respective vendors except for their principals, the latter 
not being materially affected by the sales. In numerous proceedings we have 
found that where existing operators have expended their funds and added facili- 
ties to handle all available traffic, they are entitled to protection against the 
establishment of additional service in the absence of a showing of a real need 
therefor.’ 


In its final summarization the Commission indicated exactly 
wherein it considered the public interest to lie: 

The evidence is not persuasive that there is a real public need for the pro- 
posed additional or expanded service nor are we convinced that such deficiencies 
as may now exist in the household-goods transportation service in the area in- 
volved would be corrected as a result of approval of these transactions. * * * 
Considered in its most favorable light, the evidence does not afford a basis for 
granting the applications and thus permit the establishment of the entirely new 
competitive service. In our opinion the public benefits which might acrue as a 
result of the proposed trunsactions do not offset the possible adverse effect which 
institution of the wnified operations would have upon existing carriers. The 
transactions would not foster sound economic conditions among the existing 
motor carriers of household goods in the areas, and would not be consistent 
with the public interest.” 

As this statement shows, the Commission is willing to countenance 
certain admitted deficiencies in service to the public in order to pro- 
tect the position of powerful protestants. Once again the Commis- 
sion is prepared to equate the public interest with the private interest 
of dominant firms. Once again the Commission is prepared to accept 
the pleas of protestant carriers who claim readiness and willingness to 
serve—even in the face of evidence that the public prefers to place 
its business elsewhere. 

In addition, this case reveals another snag in the regulatory process, 
i. e., the Commission’s inability to compel affirmative action by the 
regulatees. Here the Commission admits the prevalence of deficien- 
cies in existing service; it refuses to approve a merger application 
which is likely to remove these deficiencies; it does not compel the 
carriers responsible for these deficiencies to take corrective action. 
In short, the Commission implicitly sanctions the status quo, unsat- 
isfactory though it may be to the shipping public. A reasonable 
observer can question, therefore, not only the Comalndeata interpre- 
tation of public interest, but also the wisdom of a regulatory process 
which apparently does not compel efficient service by protected car- 
riers operating under a governmental grant of special privilege. 


7 Id., pp. 609-610. 
© 1Td., p. 610; emphasis added. 
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SUPPLEMENTS TO ADAMS-HENDRY REPORT 


SupPLEMENT A 
A METHODOLOGICAL NOTE 


A word of explanation is necessary to clarify the use made of data 
in this study. It is assumed that household movers represent a rather 
well-defined, distinct “industry” within the larger category of “motor 
‘arriers.” Movers engage in a type of service which requires spe- 
cialized equipment, ill adapted for easy conversion to other uses, even 
if ICC feaniiaticons would permit such a diversification of activity. 
The amount of rail competition is quite small (approximately 10 per- 
cent of the dollar volume of moving services). The share of total 
operating revenues from household movements going to class I motor 
varriers Of household goods is assumed to be the same as the share 
class I carriers had of all motor carrier revenues (approximately 80 
percent). 

For purposes of analysis, some definition of the relevant market 
area is necessary. Unfortunately, the exact boundaries of the “mar- 
ket”? for interstate movement of household goods cannot be located 
with certainty. In one sense, the “market” is very local, and consists 
of all carriers within the limited radius of a shipper wishing to make 
a long-distance move. However, the problem of obtaining a return 
load from a distant destination inevitably means that, in one way or 
another, a carrier is tapping the demand for moving service in other 
widely scattered areas as well. 

Regional data.—The Commission assigns motor carriers, including 
household-goods movers, to 1 of 9 regional categories. This regional 
assignment is made according to the region in which a carrier earns 
the greatest proportion of its revenues. Assignment to a region, how- 
ever, does not mean that a carrier is an unimportant factor in States 
outside its assigned region, or that regional assignments are neces- 
sarily the best measure of any carrier’s “market.” 

Local data.—A similar problem arises in the Commission’s use of 
“intercity” and “local” classifications. Carriers deriving 25 percent 
or more of their annual revenues from local operations are classified 
as “local,” and are generally excluded from data published by the 
Commission. This definition serves to exclude some carriers who 
may earn more than half their revenues from intercity service. There- 
fore, published data undoubtedly understate the number of class I 
carriers engaged in all kinds of carrier operations. Commission clas- 
sification as a “local” carrier should not be regarded as a proper defini- 
tion of a carrier’s market area for all purposes. Table V shows the 
number of carriers and annual revenues, for 1950 and 1955, by regions 
and by ICC classification, as “intercity” and “local” carriers. As used 
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in this study, however, the term “class I motor carrier” refers to both 
intercity and local carriers, unless otherwise specified. 

Problems in the use of regional and local classifications —Although 
Commission data show intercity and local revenues for class I car- 
riers, no data show the proportions of its total revenue each carrier 
earns in different regions. For this reason there is no way to measure 
the significance of the regional classification. In all probability a 
carrier’s classification will depend on the location of the largest num- 
ber of its agents and the location of the most populous areas it is 
authorized to serve. Since a carrier may be an important factor in 
more than one regional market, it is important to emphasize that the 
regional classification depends on the origin of the largest portion of 
a carrier’s total earnings, not the relative position of a carrier in a 
regional market. 

Commission opinions reveal that major van lines have been able to 
operate with load factors consistently above 80 percent. This would 
seem to bear out the assumption that a national “market” exists. 
The reduction of idle equipment mileage indicates return hauls, and 
return hauls imply tapping markets outside the home base. Further, 
lack of nationwide certification does not imply inability to provide 
a nationwide service. Interline arrangements enable a carrier with 
limited authority to accept long-distance shipments, but such carriers 
operate at a competitive disadvantage. 

The use of a national market definition.—For the above reasons, it 
is assumed in this study that a national market exists for class I mov- 
ers of household goods. Although there is no regional breakdown of 
operating revenues by individual carrier (so no check may be made), 
on a priori grounds, a national market definition seems less artificial 
and more realistic than any other. The complete lack of detailed data 
precludes further refinement or verification of any market definition. 

The use of class I data only.—The Commission estimates that a rela- 
tively small volume of interstate hauling is done by class II and III 
carriers. In the case of household movers, a large number of these 
smaller carriers are related to the major van lines through agency 
agreements. For these reasons, the study assumes that class I data 
are representative of the “market” for interstate movements of house- 
hold goods. Explicit corrections for the omission of class IT and ITI 
carriers have not been made. 


SurpLEMENT B 


SOME FURTHER DATA ON CARRIER SIZE AND EFFICIENCY 


To permit a better evaluation of Prof. Merrill J. Roberts’ findings 
with respect to carrier size and efficiency (discussed supra, pp. 310- 
311), the following data, on which his findings are based, are included 
herewith. 

Table XXX provides for each of the companies covered in the 
Roberts study the basic data employed in the analysis of costs exclusive 
of terminal outlays. These figures are summarized for three carrier- 
size groups in table XX XI. Important relationships are further por- 
trayed in the scatter diagrams presented in charts 1, 2, and 8. 
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‘Chart 1 shows the: relationship between assets and: vehicle-mile 
costs. Instead of a regression portraying a negatively inclined curve 
of scale economies, the basic shape is a step pattern, with many 
small firms just as efficient as the larger ones. Further analysis indi- 

ates that the propensity of some small companies to experience high 
costs is explained by deficiencies in average haul and in route utiliza- 
tion. According to charts 2 and 3, small firms with high costs were 
generally char acterized by very short average hauls and by a low 
vehicle mile-route mile ratio. These relationships are further re- 
vealed by a comparison of small companies with low and with high 
costs. The 31 firms that kept costs under 60 cents per vehicle-mile 
had a composite route utilization ratio of 3,100 and achieved a haul 
average of 171 miles; comparative figures for 37 high-cost companies 
(over 60 cents) were 2,249 and 84 (table XX XI). 









































TABLE XXX.—Assets, costs, and operating data: 114 class I motor carriers in 
Central Territory, 1952 
| | 
1 — — — | | Aver- | Vehicle-| Per- 
|} age cost | miles cen - | age cost| miles | cent 
Assets per ve-| per | traffic | —, | Assets per ve- | per traffic ane 
| hicle- route- | truck- | ° ; hicle- route- | truck- age haul 
| mile mile load | mile mile load 
| 
(1) (2) @) \} @) (5) |] a) (2) (3) (4) (5) 
a caaneet beter ate tinpeg dha | n aa han be L i. | 
Cents Miles || Cents | Miles 

$50,000___- 66 450} (1) 84 || $216,000______| 60 | 790 | (1) 146 
$57,000___ 68 1,110 () 249 || $218,000. ..-- 114 950 42 | 58 
$81,000___ 55 (2) () 45 || $242,000... 58 | 4,110 (1) 53 
$82,000__. | 109 700 (’) 66 || $243,000- . .-- | 58 5, 380 63 173 
$83,000_____. 124 | 1,650 | (1) 68 || $243,000. .._- | 66 | 4,170 | 41 94 
$85,000__ _ | 43} 3,090 91 | 190 || $248,000... ._. | 81 790 (1) 112 
$89,000... _- 140 1,620), (@) 159 || $258,000... - 68 4, 660 | 46 49 
$91,000____- 43 520 79 | 376 || $260,000. ...__} 44 8,180 | (1) 20 
$93,000... _- 65 1, 290 () 132 || $260,000___- 136 | 6,030 (1) 27 
$94,000____- 53 2, 870 (4) 213 || $265,000_-..- 44}. 5,210) (1) 187 
$97,000__.____} 47 1, 250 (‘) 250 || $266,000 a 156 | 380 @) 50 
$103,000. ___ 40 | 6,490 (1) 47 || $267,000... .--} 54 1, 100 () 133 
$107,000_____- 61 4, 080 (*) 72 || $278,000 ae 38 3, 920 26 154 
$108,000... ___} 94 1,640} (1) 90 || $302,000. ._.-- 48 | 1,040 42 270 
$113,000______} 46 4,860) (‘) 160 || $302,000 ____--| 40 | 3,230 44 171 
$114,000_____. | 46 1, 360 18 132 || $303,000. . .. 66 | 1,820 55 147 
$116,000... 73 4,670} = (1) 52 || $314,000. -.. 87 | 970 57 | * 75 
$116,000._____ 52 1, 290 | 38 153 || $319,000_-...- 62 2, 180 48 49 
$118,000_...__ 121 2,500 | 65 | 69 $324,000... _- 146 2, 320 41 | 7 
$125,000_____ | 75 1, 620 a) 79 || $342,000-_-.-- 36 | 3,300 96 389 
$127,000. .___. 52 550 (1) 182 || $352,000... .. 42 590 6 10 
$127.000______| 77 | 680}  () | 69 || $377,000. __.- 57 1, 440 42 88 
$127,000. ....- 95 | 2,160; (1) 90 || $381,000. _-- 59 |" 1,650 49 210 
$132,000, .___. 64 1, 870 (1) 82 || $382,000. - - - 45 | 1,210 48 321 
$133,000__.... 43 3, 950 | 55 87 || $382,000... 63 4, 130 62 135 
$140,000_____.| oO) 6 Oe 188 |} $415,000. ._. 63 3, 780 63 65 
$147,000. _.._.| 58 | 2, 100 | (‘) 139 $420,000 ‘ 45 1, 930 28 307 
$148,000___.__. 67 | 4,550 | 25 153 |} $421,000. __- 43 6, 530 67 198 
$150,000___ 81 1, 830 | 96 61 || $431,000- - _- 58 | 2,680 (1) 65 
$150,000__.___} 64 370 () | 63 || $449,000 sia 50 | 940 55 | 379 
$156,000__.__. 81 390 (1) 122 || $451,000. ___- 63 4, 000 51 167 
$157,000_____. | 48 | 3,030 | 41 104 || $470,000___._-| 51 | 5,870 97 201 
$163,000_..._. 57 2, 040 58 182 || $478,000 aie 63 2 730 50 130 
$165,000__.__. 60! 4,010) (!) 179 || $502,000. - . -- 48 3, 210 58 308 
$166,000__.__. 26} 41,310] (}) 71 || $515,000____- 56 2, 400 27 113 
$168,000__.._. 4) 210) ©) | 34 || $515,000. _____| 59 | 2,080 51 | 113 
$172,000... ... 72) 1,20} 36 | 64 || $527,000_...__| 51 1, 760 67 201 
$174,000. ..__. | 68 , 240 51 | 191 || $530,000______| 90 3, 070 38 57 
$178,000._._.. 61 6,300} (@) | 107 || $545,000______| 5 3, 200 62 288 
$180,000. _.__. 50 1, 610 49 | 353 || $547,000____ 72 2, 890 60 85 
$181,000... _- 95 | 3,300 31 77 || $558,000_.....| 56 (2) 74 71 
$182,000. ____.| 54 510 | 192 || $559,000... __ | 49 | 1,600 44 254 
$183,000 __ .. 78 | 1,590 (1) 28 || $564,000. ____| 50 | 1,880 42 143 
$189,000______| 46 | 1,770 46 152 |} $573,000_.._- 68 2, 160 31 110 
$190,000__._--| 65} 1,610) () 56 || $598,000______| 53 | 1,850 43 146 
$190,000. ___--} 56; 2,030; () | 202 || $612,000. ____-] 69 | 6,170 63 131 
$198,000. . ..--) 78 iaer| S| UT 114 1} $640,000__._- 41 | 3,700 51 251 
$200,000. ....-| 84 2, 240 | 34 | 93 || $656,000... __| 70 6, 020 49 92 
$205,000. _ ..-- 46 5, 030 ! 51 300 |! $657,000_____- ' 58 ' 3,630 48 213 


See footnotes at end of table. 
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TABLE XXX.—Assets, costs, and operating data: 114 class I motor carriers in 
Central Territory, 1952—Continued . 








Aver- | Vehicle-| Per- Aver- | Vehicle-| Per- 
age cost| miles cent | age cost | miles cent 
Assets per ve- per traffic Aver- Assets per ve- per traffic | Aver- 
hicle- | route- | truck- | age haul hicle- route- truck-| age haul 
mile mile load mile mile load 
(1) (2) (3) (4) (5) (1) (2) (3) (4) (5) 
Cents Miles Cents Miles 
$665,000_____- 55 3, 190 54 169 |} $1,020,000_.-_- 86 1, 950 82 | 66 
$684,000_____- 40 2, 220 71 212 || $1,112,000_._- 44 5, 420 69 | 195 
$696,000____.- 54 1, 750 95 351 || $1,186,000____- 40 2,020 62 207 
$790,000_. _. .. 42 1,050 57 305 || $1,323,000___- 48 5, 820 58 126 
$867,000_____- 51 7,070 67 267 || $1,352,000__..- 51 2, 340 54 209 
1,000_____- 52 2, 350 26 109 || $1,531,000_____ 55 3,010 48 152 
$943,000. ____- 97 1, 060 (1) 63 || $1,732,000_.__- 50 1, 960 41 214 
$964,000. __._- 55 2, 590 52 251 ||} $2,138,000_.._- 60 | 3,010 57 129 
| | | 


1 Not reported. 
3 Not available or data not usable. 


Sources: Vehicle-mile costs from American Trucking Associations, Financial and Operating Statistics of 
Class I Motor Carriers of Property, 1953; other data obtained or derived from company annual reports to 
the Interstate Commerce Commission. 


TasLe XXXI.—Group summary of costs and operational characteristics by size 
category, Central Territory motor carriers, 1952 


| Carrier-Size Category ! 


Operational characteristics | Small 


All 60 cents Over 60 
and under cents 











Number of companies. -...__........-------| 9 37 68 31 | 37 
Average cost per vehicle-mile (cents) - - - - -- 51 56 67 51 83 
Vehicle-miles per route-mile.-._._._._...-.- 3, 500 2, 800 2, 635 3, 100 2, 249 
Truckload percentage ?____...........-.-.-- 56 54 50 48 53 
Average haul (miles) ............--.------- | 173 173 125 171 84 
BE nicdemtiscwedstihencarapnens 566, 000 526, 000 308, 000 450, 000 193, 000 





1 Size is measured by tangible assets, with the following delineations: Small, under $350,000; Medium 
$350,000 to $1 million; Large, over $1 million. 

2 Percentage of total tonnage handled in truckload shipments. 

3 Average of the arithmetic product of vehicle-miles per route-mile and average haul (miles). 


Source: Computed from carrier annual reports to the Interstate Commerce Commission and American 
Trucking Associations, Financial and Operating Statistics. Class I Motor Carrier of Property, 1953. 
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Some significant relationships between terminal costs per ton, firm 
size, and operating characteristics appear in table XXXII. Although 
the groups of large and small firms had, on the average, comparable 
operating conditions as measured by the proportions of traffic requir- 
ing terminal handling and moving between terminals, the smaller 
companies reflect substantially lower terminal costs. 


TABLE XXXII.—Comparative terminal costs of large and small firms, with com- 
parable routemile/average haul ratios and truckload percentages 


























Small companies (assets under $500,000) Large companies (assets. over $500,000) 
i} 
Terminal Route- || Terminal Route- 
Assets cost per | Truckload | mile/aver- || Assets cost per | Truckload | mile/aver- 
ton percentage 2} age haul | ton percentage ?| age haul 
ratio ! ratio! 

a |—— «({—— | | —— | —_ —_ —|— 
te $1.10 | 79 | 7.7 || $515,000_..-- $2. 00 51 6.4 
$114,000.......-| 2.17 | 18 | 4.0 || $515,000. ...- 2. 97 27 6.3 
$116,000... _.-- 2.19 | 38 4.7 || $527,000_..... 1, 28 67 6.1 
$118,000_.....-- - 99 | 65 5.0 || $530,000. .._- 3. 57 38 6.4 
$150,000. ......- 1.03 | 96 20.6 || $547,000... .- 1. 85 60 10. 2 
$157,000_....... 1.00 | 41 | 4.1 $559,000_...- 2. 58 44 9.0 
$172,000.......- 1. 58 36 8.9 || $564,000. .._-. 1.07 42 10.9 
$180,000_....... 4, 2 49 5.9 || $573,000... .- 4.27 31 9.6 
$218,000... * 1. 96 42 10. 4 || $598,000... .- 2.73 43 8.1 
$302,000......-- 2. 57 42 5.3 ||} $612,000. .._- 1.90 63 7.7 
$314,006_......- 1. 50 | 57 9.4 || $640,000. .._- 2.03 51 6.0 
$319,000_..._- .51 | 48 6.6 || $656,000. .... 1.87 49 3.6 
$377,000.......- 1.82 42 | 10.0 || $657,000__._- 2. 68 48 4.1 
$381,000... 2. 58 49 6.1 $665,000. .... 2. 64 54 7.0 
$382,000_... 1.31 | 62 | 4.4 || $696,000__..- .70 95 6.7 
$415,000... ...-- 1. 45 63 7.3 || $790,000- . __- 2.04 57 10.1 
$420,000_..... . 53 28 7.8 || $867,000. ...- 1, 93 67 2.7 
$449,000__.....- 2. 98 55 8.0 || $964,000... 2.12 52 5.8 
$470,000_......- . 22 | 97 5.9 || $1,112,000... 2. 38 69 6.5 
$478,000... 1. 63 | 50 | 6.5 || $1,323,000__.. 1. 80 58 12.3 
$1,352,000__.. 3. 98 54 11.7 
|| $1,531,000___. 2. 60 48 12.8 

| casesemensansinageen, /ecenpeseneienisa| eoesmeneeeeepes poneeicveseileanapasennil 

Average..... | 1. 67 54 | 7.5 || Average.... 2. 27 58 7.7 











1 An indicator of the distribution of a company’s traffic between key point (terminal to terminal) and 
a type operations. The lower the ratio, the greater the predominance of terminal-to-terminal 

usiness. 

2 Percentage of total tonnage handled in truckload shipments. 


Sources: Terminal costs per ton from American Trucking Associations, Financial and Operating 
Statistics of Class I Motor Carriers of Property, 1953. Other data obtained or derived from company 
annual reports to the Interstate Commerce Commission. 
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Chart 2 
Relationship between average cost 
Average Haul (miles) 
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Chart 3 
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